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SERVING 
AMERICAN 
HOME OWNERS 


N THIS period of war emergency, 

when American families must care- 
fully guard the value of their homes 
and keep them from “running down,” 
Celotex is performing an outstanding 
service. 

Celotex Triple Seal Roofing Prod- 
ucts are available for roof repairs and 
roof replacements. 

Celotex Insulation Materials can 
save precious fuel—cut fuel costs as 
much as 40%. 

Celotex Gypsum Products—Wall- 
board and Plaster—are available for re- 
pair and remodeling work. 

Your Celotex Dealer is a good man 
to know. 


Or Koya pe 


ROOFING—INSULATING BOARD 
ROCK WOOL-—GYPSUM WALLBOARD 
LATH— PLASTER-— ACOUSTICAL PRODUCTS 




















Attention 
Treasurers! 


Leading corporations run their 
current dividend notices with us! 
They know that ALL of our read- 
ers are stockholders of record, 
seeking investment for their sur- 
plus funds. 

What better audiences could 
you posibly find to place your 
dividend notices before. 

This is an inexpensive way to 
build permanent stockholders—to 
build confidence among security 
holders in your company and its 
current management. 

Why not schedule your next 
dividend announcement with us? 
The cost is but $1.00 per line! 


Circulation analysis on request. 


Address Advertising Department 


90 Broad Street New York, N. Y. 
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If there is one certainty about the post-war world—whose still vague outlines are a matter of major 


investment concern—it is that international transportation, trade and the flow of capital will be 
under the thumb of governmental management or regulation much more fully than ever before in 
time of peace. These significant trends-in-the-making are discussed in a special article beginning 


on page 560 with particular emphasis on "global planning" in commodity supply and price control. 


THE MAGAZINE OF WALL STRE® 





STREE 


BEPTEMBER 4, 


HE MAGAZINE OF 


C. G. Wycxorr, Publisher 


The Trend 


IND OF ISOLATIONISM ... It is now clear that 
he die-hard Republican isolationists constitute a 
windling minority which is unlikely to be able to 
ontrol, even by balance of power, the party’s 1944 
ominating convention. Striking evidence of this is 
he fact that the most specific of all Republican 
broposals for American participation in a new world 
der has just been publicly propounded by—of all 
reople—Clarence Budington Kelland, Republican 
ational committeman from Arizona. 

Mr. Kelland is a conservative Republican and was 
pre-Pearl Harbor isolationist. With a candor 
thich we like, and which we wish more politicians in 
both parties would emulate, he now says that he has 
been doing some thinking, searching his soul, clean- 
ng his mind of past prejudices, past errors and “of 


®he rubbish of inherited ideas.” We hope and be- 


ieve this is part of a trend of real significance. Iso- 
ationist minds which derive no education from the 
stark events of the past several years are too 
atrophied to have any place in American public af- 
airs. 

It will be all to the good if the question of our 


participation in world reconstruction is eliminated as 
an issue in 1944 politics, permitting debate on world 
alairs to center on the crucial matter of just what 
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methods of collaboration are best calculated to serve 
the truest interest of this country. We are not here 
concerned with the methods which Mr. Kelland pro- 
poses, some of which are open to criticism. But peace 
policy, unlike military strategy, should be subject to 
the clarifying processes of intelligent public discussion 
because peace policy, to be effective, must be sup- 
ported by Congress and the public. We do not agree 
that its formulation must or should await the win- 
ning of the war. If it is to be arrived at by genuinely 
democratic processes it can not await the end of the 
war. It must be a people’s peace, not a diplomats’ 
peace. 

Need we emhpasize that the death rattle of 
American isolationism is destined to open one of 
the most fateful and constructive chapters in all the 
long history of mankind? Or that it will surely 
have consequences of the most far-reaching signifi- 
cance for American industry and all investors there- 
in? On balance, we believe those consequences will 
be good. 


PRIVATE FINANCING ... The revelation that the 
Government has more than 25 billions invested 
in plants and equipment (which is twice the previous 
private estimates) brings up sharply the question of 
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encouraging private financing after the war. We 
have been advised by the Investment Bankers Asso- 
ciation that the mere replenishment of rails, utilities 
and industrials, without any question of extensive 
new enterprises, will call for at least five billions in 
private financing per annum, and they estimate this 
to be true for a decade. The fate of the 25 billions 
in Government investment was not comprehended in 
this estimate. 

If the Government is to allow private enterprise 
to purchase that part of their enormous investment 
which is capable of civilian use on an economic basis, 
the query as to the financing of such gigantic acquisi- 
tions will soon become acute. If the Government 
investment is to be acquired privately, it can only 
be done on the basis of issuing obligations with re- 
payments so spaced that the earning power of the 
plant and equipment purchased pays for the reim- 
bursement of the obligations. This would seem to 
call for a series of bond issues that may exceed ten 
billions, and if these are to be crowded within the 
two post-war years, that the highest financing total 
in our history will develop. The mere stimulus of 
permitting private finance to arrange for the issuance 
of securities to provide working capital for the cor- 
porations to utilize that purchase of Government 
plant and thus make good their debt to the Govern- 
ment, would be sufficiently important to animate the 
private capital market. Combined with the necessary 
five billions per annum for merely maintaining and 
replacing the pre-war physical investment of the 
country, it should end the long doldrums of the 
capital market. While certain gigantic corporations, 
already rich in woiking capital, would not need such 
financing in order to fully utilize plants they will 
acquire from the Government, the medium sized 
plants would need the aid of private finance. Thus 
a sane policy of encouraging private financing would 
aid in the decentralization of capital and thus better 
maintain the economic balance of the country. 


INVENTORY DECLINE ... The overdue decline in 
inventories is at last noticeable. For a long period 
the estimates of experts in the Government services 
were proven awry. 1 hey constantly predicted that at 
the current rate of retail sales serious declines in in- 
ventory were in sight. Yet that tendency has taken 
a full year more to manifest itself than any had ex- 
pected. The reason? The sudden increase in con- 
sumer demand conferred some value on everything. 
Whereas before Pearl Harbor, in a buyers’ market, 
whole categories of merchandise were unsaleable and 
were consigned to forgotten spaces in cellars or back- 
rooms, this freight of uncounted merchandise has 
entered into the visible supply in a sellers’ market. 
If old-fashioned clothes had been written off as a 
dead loss by a retailer because they were out of style 
for good, as he thought, and he was prepared to 





sell them for remnants, today he finds avid buy 
among those who two years ago could buy noth 
at all. Misfits and second-hands, crumpled cartoy 
and dented cans, none of which were worthy of sta 
istical purview and which had been written off, ay 
now being absorbed into consumption. 

In other words, the previously counted supply wa 
calculated on the basis of saleable merchandise whe 
the customer was king: the present inventory sity 
tion has shown us that every country has vast, w, 
counted resources when an abnormal market prevai 
But with retail inventories down by a fifth or mor 
from last summer, with civilian production curtailed 
with wholesale inventories down by more than; 
fourth, and with these declines acute even in th 
consumers’ goods categories, it is clear that at hy 
we are losing the round of guns vs. butter. It is; 
testimony to our past productivity that it took foul 
years of world war and nearly three years of defeng 
concentration and two years of our own war ti 
produce the first sizable decline in goods availabk 
for purchase. This, too, was accomplished in the fay 
of the diversion of twenty millions from civilia 
production, of ten million into the armed forces ani 
of a buying spree. It should be a caution to thog 
who talk so easily of a ‘runaway inflation”’ to ponde 
on the lessons of inventories. It took four economi 
earthquakes coming together for a long period ti 
reduce the supply of available goods. When pro 
duction of civilian goods is released to the full, an 
when tens of millions go back to its manufacture, | 
is apparent that prices must fall and the dolla 
emerge with a greater command of consumables. 
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CARTELS AND PRICES .-. The proposals of Si 
Harry MacGowan, one of the industrial magnate 
of Great Britain and an animator of America 
afhliated industrials, to the effect that international 
cartels alone can stabilize the price and production 
situation, and avoid trade wars, has met with: 
fairly good reception in American circles. Whether 
or not the recent tour of the head of the American 
Chamber of Commerce in Britain will be used as an 
opportunity to implement these suggestions, we do 
not know. But one thing is certain: industrial over: 
capacity in the heavy industries has been patent for 
at least our generation. That excess capacity would 
long ago have driven Germany to war, were it not 
for the ameliorating effect of the Cartel system 
which the Weimar republic worked out with primary 
producers in France, Luxemburg, Belgium and 
Sweden. When the cartels were disturbed by un 
lateral planning, the overburdened German indus 
trial machine could turn only to plunder to obtain 
that rate of profit which their enormous investment 
did not permit them to obtain in commerce. Regart- 
less of our attitude towards cartels in principle, Si 
Harry’s proposals must invite study. 
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Os g See Gt | BY CHARLES BENEDICT 


IS IT FOR RUSSIA—OR FOR STALIN? 


GREAT deal has been said—and most sympa- 
etically—regarding Stalin’s objectives. But no one 
ps referred to the objectives of the Russian people. 
has been taken for granted that Stalin represented 
ewill of Russia. We have, however, every reason 
br assuming that this is not so—that the people are 
ited with Stalin on one issue only: that of winning 
e war! 

The revolution in Russia was fought for liberty 
inst tyranny and its secret police—for the aboli- 
mn of poverty—for happiness and a share in the 


‘Mod things of life. For democracy! And there is no 


eriod ti 
en. pro 
ull, and 
cture, i 

dolla 


les. 


5 of Sir 
agnate 


bubt that, in the aftermath of the war, the Russian 
ople will want to call upon Stalin to put into oper- 
ion the Constitution which he granted them in 
p36, which has never actually been in force. But 
alin’s contempt for democracy does not auger well 
liberalization, if he succeeds in dominating the 
uropean continent. 

While, for almost three decades, the Russian peo- 
easa whole have been familiar only with the total- 
brian system, since June 1939 (when they occupied 
bland) they save come in contact with a different 


ioifivilization and have learned the great advantages 


indus- 
obtain 
stment 
egard- 


le, Sir 


at could accrue to them individually through per- 
mal initiative—and how far the rewards exceeded 
ything they ever received under 
ommunism. 

Then, when the United States en- 
red the war after Pearl Harbor, the 
wssians expected a catastrophe and 
ere amazed at the miracle of pro- 
ction turned out by American work- 
én under our system—and they 
amed about Democracy in its truest 
ise. It is well to realize that, just 
swe have been astounded at the 
wsian fighting spirit after years of 
avery, just so were the Russians 
wed by the powerful war machine 
ttup under a democratic system, in 
te face of strikes, errors of judg- | 
ent and political differences. This is 
cause neither has been able to rec- 
tile the attitude of the other, since 

b basis for judgment existed either 
tbackground or experience. 
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Another Russian village is liberated from the German Yoke. 


Now, however, the situation has changed. The 
Russian people of today are far different from the 
Russian people of the revolution. Tried in the fiery 
crucible of the most cruel physical and mental hard- 
ships, they are ready for freedom and for democ- 
racy. We must give them that chance—in spite of 
Stalin! 

Like all autocrats, Stalin expects to hold his place 
by the same machinery which enabled him to keep 
the Russian people in a state of subjugation for two 
generations. His mind is not sufficiently flexible to 
change his course: he does not care about having his- 
tory record him as the Savior of the Russian peo- 
ple—he prefers to be their Boss—and the Dictator 
of the rest of Europe, and possibly of the World. 
Stalin is scheming to retain his autocratic powers and 
he can only do so in a totalitarian Europe. But he no 
longer holds the whiphand and he is beginning to 
realize it—and is moving heaven and earth to cir- 
cumvent the democracies. 

His demands for a second front today—his un- 
willingness to consider that our African and Sicilian 
victories constitute a second front—is because he 
knows that, despite the most gallant efforts of the 
Russian armies they are not likely to defeat the Ger- 
mans decisively this fall; (Please turn to page 600) 
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inflationary to us. We continue to favor scaling down commitments on rallies and reco 


mend the maintenance of a substantial liquidity in investment and speculative position 


The Wisest Market Policy Now 


The war is moving toward climatic events and home-front indications look less and |e 






SIT A.T. MICLER 


Summary of the Fortnight: With rallies petering out 
on small volume, the market worked itself into a 
narrowing trading range in reflection of investment 
indecision as coming Allied blows of major scope 
against the Axis were awaited. Selected “peace 
stocks” continued in best demand. 


In terms of the Dow industrial average, the pat- 
tern of the market since the fall of Mussolini crystal- 
lized “peace sentiment” has been as follows: (1) 
Decline from mid-July high (on a closing price basis) 
of 145.82 to low of 134 on August 2; (2) Rally on 
small volume to high of 138.45 on August 18; (3) 
Decline to 135.05 on August 23; (4) Rally to 
136.25 on August 26, followed up to this writing by 
sidewise drift. 

Thus, the tendency since the low of August 2 has 
been declining momentum on rallies and recessions, 
with the market showing a current tendency to work 
itself into a “corner’’; that is, an abnormally narrow 
trading range. From a short-range point of view, 
the technically significant levels are 134 and 138.45. 
Neither are of major significance. We have had an 
intermediate reaction in a bull market, which may or 
may not have been completed at the 134 mark. De- 
cline below 134 would merely signify additional ad- 
justment to a changed war prospect, with the next 
test point probably around 128-130. Rally above 
138.45 would not have major trend significance un- 
less it carried above the July high of approxi- 
mately 146. 

We doubt very much that the main upward trend 
can be resumed any time soon. Without attempting 
to peer too far into the future, we don’t think Sep- 
tember will be a bull month. If not, the alternative 
is either additional trading-range fluctuation or de- 
cline to new lows. Either way, the situation in our 
opinion calls for a high degree of caution. We 
don’t think this is the time to buy stocks. On the 
contrary, we continue to feel that the prudent course 
will be to take advantage of rallies to lighten com- 
mitments. For the time being, “inflation” has lost 
force in terms of money-supply expansion, the cost 
of living trend, inventory policy of business buyers 
and speculative psychology. How long this may 
continue, we don’t profess to know. sut just ahead 
are the great war bond drive, the return of Congress 
and—probably—a fateful American-British offen- 
sive or offensives. In this setting, for an indefinite 
time and at least for a period of weeks, cash looks 
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quite desirable to our eyes; and much less risky th 
As a general rule, unless void 
by tax considerations or dependence on investm 
income, we rather favor cash up to 50 per cent 
portfolio values for the present. 
ing continuing investment income, we think this; 
good time to shift from more speculative to | 
speculative securities—and, to sweeten up the safd 


common stocks. 


factor, nothing can be better than war bonds. 


As an accurate measure of the confidence of spe 
lators and speculative-investors, it is particul: 
worth noting that the spread in favor of our index 
100 low-price stocks, as compared with the index 
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Italy. The probabil- 
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intensification of the 
systematic bombings 
of German popula- 
tion centers can well 
undermine Nazi con- 





ity 





oii pte 


00 high-price stocks, shows a continuing tendency 


onarrow. When confidence is high, there is rela- 


ively 


or higher-price issues. 
luring most of the first half of this year. However, 
of more than two months lower-price securities 


ave 
Desp1 
ges, 


rove 
Na 


ou 


ent 


bst another year or more. 
atements of high military officials continue to em- 
hasize 
y the “‘line”’ 
hry chieftains. 
ff Germany in November, 1918, the military con- 
tnsus was that, with supreme effort, the Allies might 
in the war late in 191g. 

For the purposes of this analysis, it is not neces- 
ity to venture dogmatic guesses as to the precise 


urat 
ulti 


bvio 


ave 


EPT 


rices. 


phich, 


arkets. 


¢ summer of 1918. 
burse, closed to reliable Allied news sources, the 
utside world in 1918 could not know of her fatal 
reakness until it could no longer be concealed. We 


greater demand for speculative stocks than 
That was notably the case 


tended to be weaker than higher-price issues. 
te the currently indecisive action of the aver- 
this “indicator” appears to suggest lower 
So do certain other technical measures 
while by no means infallible, have in the past 
d correct more often than not. 
turally, there are differences of opinion about 
tlook. Difference of opinion is what makes 
Some observers think “short war’’ senti- 
is being over-done, that the war in Europe may 
They note that public 


“long, hard war.”’ However, that is exact- 
that one would expect from the mili- 
Within a few weeks of the collapse 


ion of the war. We know that German dif- 
es are mounting and that the margin of Allied 


periority in striking power is steadily and rapidly 
creasing. 


The “trend” of the war is much more 
usly against Germany than it appeared to be in 
Because Germany was, of 


recently seen a similar, though lesser, ‘“‘sur- 
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trol of Germany and 

reduce the enemy to a 

state of surrender by 
Christmas, according to German political and press 
circles in this neutral observation point. 

“High German diplomatic circles in Istanbul and 
Ankara are openly discussing an imminent collapse 
of the Nazi party and the establishment of an Army 
regime in Germany that would seek open negotia- 
tions for peace.” 

No one can guarantee the accuracy of this infor- 
mation, but it does not seem ‘“‘wild.” It accords 
with a pattern of events. At any rate, investors 
know that, while the war in Europe may drag on 
for some time, they also realize that it could end at 
almost any time. This is not a mood generated by 
any transient “peace scare.” It is geared to a 
definitely established war trend which is certain to 
continue. In this mood we think investors will be 
very hesitant about purchasing stocks, as they give 
increasing thought to the manifold problems of 
peace and deflationary economic and industrial ad- 
justments, of uncertain scope and duration, in the 
early post-war transitional period. 

Again—another difference of opinion—some 
analysts figure that various “‘war stocks” are over- 
sold and on a long term basis are cheaper than popu- 
lar “peace stocks.” That, we concede, may prove 
to be true. On the other hand, the “war stock” 
groups have for months had the most emphatic and 
persistent downward trends in the market. We 
think it foolhardy to argue with such a market con- 
sensus—at least until these stocks show much more 
convincing evidence of price stabilization. 

To sum up, our conviction is that—in terms of in- 
vestment and speculative calculation—the war news 
and the Washington news over the weeks just ahead 
is more likely to be on the deflationary than the in- 
flationary side. August 30. 
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RE-SHAPING 
for the Posts 


TF catenins is all the rage. Never in human experi- 
ence have so many “experts” been at work studying 
schemes for the post-war recovery, both domestic 
and foreign. No one can possibly have the time to 
read the multiple plans for the shaping of re-em- 
ployment at home, or those concerned with the re- 
construction of humanity from China to Peru. Rarely 
has the phenomenon been seen that there is more 
mental energy given to figuring out what will hap- 
pen after we win than is given to the actual job of 
winning. Government bureaus forecast; private 
planning associations issue reams of forecasts and 
blueprints, economists issue pronunciamentoes. No 
‘ one seems to have the slightest faith in that biologi- 
cal process of recovery by which the skin heals after 
a wound and by which societies, from time imme- 
morial, have built up new life after the ravages of 
wars. This is not to endorse the philosophy of 
laissez-faire, but rather to admit that life is full of 
the unexpected and that the shape of things to come 
may be so profoundly different from any of our 
calculations, however wise, that modesty and the 
patience to await events have much to recommend 
them. 

But if the intelligent investor need concern himself 
little with these proximate Utopias, he can at least 
be sure that there are many things actually shaping 
now that he must cope with, not as projects but as 
accomplshed facts. What specific means have ac- 
tually been sponsored, and are now functioning, in 
some sort, that must continue their work after the 
war? What is our Government actually doing (not 
planning), that will profoundly modify our domestic 
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tinuance of that which is already in being affect th 
position of our industrial companies? Those Gor 
ernment agencies, most of which have been born dur 
ing the war, and others which were puny infant 
before, are now lusty fellows. They are rearrang 
ing our export and import markets, international 
aviation (commercial), are the largest shippin 
factor, have decided to plan and control world com 
modities, envisage international operation of ca 
onies, made the American dollar suburban to th 
great Unitas, are in the international banking bus: 
ness, decide on the reorganization of the entire rurd 
economy of other lands (as in Cuba), seek to chang: 
nutritional levels abroad, are preparing militar) 
officers for industrial direction and for government! 
functions of fair duration, in both Amgot and post. 
Amgot organization. They are creating auxiliar 
corporations, both public and yet not fully amenable 
to control, and are becoming involved in nascent I0- 
ternational cartel arrangements, very reminiscent 0 
those by which Germany became the key of Euro: 
pean heavy industry. 

These wide functions already exist in govert- 
mental entities. Whether they are wise or fraughi 
with folly is not within the province of this article 
They exist: the investor must deal with them # 
ponderable facts. Whether he accepts them or rt 
jects them is his function as a citizen. 

An important part of these activities, of course, ' 
directly related to the war. While the operation 0! 
Lease-Lend comports objectives other than wi! 
itself, still these are considered in their relation t! 


and foreign post-war shape? How will the 4 
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the war effort. That is, if we grant cotton to keep 
Lancashire spinners going, it is that this production 
assists Britain to survive in the war. Many food 
arrangements are conditional on the presence of our 
Armed forces in a given territory, and the civilian 
population resident there is nourished so as to main- 
tain working efficiency and also to assist social order 
in the rear of our combattant troops. 

Certainly that section of our shipping, hastily 
built, uneconomic in construction and unduly ‘slow 
so as to adapt it to convoy protection, is actually con- 
structed only to suit temporary war needs. This 
article is not so much concerned with these govern- 
mental interventions, which, however large, are 
basically temporary, as with the instrumentalities 
created specifically with a view to post-war recovery. 


PLACEMENT OF CAPITAL ABROAD 


Nevertheless, when one considers the scope of a 
war agency, such as the Combined Production .and 
Resources Board of the United States, Great Britain 
and Canada, and notes that its directives are based 
on maximum utilization of the resources and man- 
power of the three nations for the prosecution of 
the war, one may ask whether those responsible 
jointly for the costs and distortions, wastes and 
obsolescences of these three lands, can so easily dis- 
engage themselves from equally joint liability for the 
widespread consequences of their decisions. If we 
have ordered the British to discontinue the produc- 
tion of some export line that once employed 100,000 
workers, and if, in the meantime, Brazil has built 
factories to cope with that very demand, and thus 
Britain has forever lost these markets by reason of 
joint needs, it is scarcely possible humanly to chalk 
up the costs and forget them. 

On the other hand, the profound transformation 
of our factories to suit British demand, and the 
financial drain on our country, due to Lease-Lend, 
suggested by British needs, must also be reckoned 
with by the Empire. Hence no hard and fast separa- 
tion of war and peace functions is possible. Never- 
theless the weight of the policies basically shaped for 
peace is the most significant for investors in affected 
domestic industries. Certainly the Combined Food 
Board of the United States and the United Kingdom 
has already made recommendations, on its joint re- 
sponsibility, to exporting food countries, for the 
development of special crops. Under the cover of 
war arrangements, an irreversible change in their 
rural economies has been prompted and initiated. 

Strange as it may seem, one of the functions of 
the Office of Economic Warfare is to build up large 
industries abroad that we very much require to win 
the war, but which, once begun, are competitors of 
the United States. The Office of Economic Warfare 
Analysis sends technicians, operators, and adminis- 
trators to friendly nations. There they enter pro- 
duction, but on a partnership basis. That is, the 
United States, which is in partnership with no actual 
business in its own country, is involved with private 
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interests as an investor abroad. Whether this will 
take that juridical form continually is not clear, or 
require cartels to stabilize matters but that is how 
it has been initiated. Dye-making equipment, which 
is redundant in the United States, is shipped to 
Brazil in order that their expanding textile manu- 
factures may be assured an integrated production 
situation: one that enables them to export cotton 
yardage, for example. 

There can be no question that the Co-ordinator of 
Inter-American affairs looks kindly on these arrange- 
ments. They are enthusiastically endorsed on the 
ground that they safeguard our investment position 
abroad as against the older “Imperialism.” ‘Joint 
participation,” is supposed to be the democratic, co- 
operative form of our participating in the develop- 
ment of new countries, in place of former outright 
foreign investment. One of the arguments given 
for this impressive investment, apart from its utility 
in saving shipping space and in making supplies avail- 
able to the United Nations, is that formerly foreign 
investment drained the debtor countries of foreign 
exchange, whereas “joint participation” would arouse 
no local resentment, since the profits would be re- 
tained in the country of investment. This is equivalent 
to stating that the American exporter has loaned his 
technicians to assist the rise of competition, and 
that his own Government has a more direct interest 
in that investment than in him, and lastly, that there 
is no receipt of current funds in dollars from these 
placements, except at a rhythm that will suit the 
debtor’s convenience and interests. Whether the ac- 
tive exporters of this country will accept so strange 
an arangement, once the excuse of war necessity has 


Fs we 
= 


. eb cig tees : 
i te 


One of the smelters of the Cerro de Pasco 
mine in the Andes Mts. of Peru 


561 





: 
| 


sa ieeeeen eeeiemnteeeiene ee 














Loading cargo into the hold of a steamer 
for shipment across the Atlantic 





passed, is dubious. But this is an important, grow- 
ing tendency that must be reckoned with. 

Naturally, the Government’s theory is the classical 
thesis that the best customers of any country are 
those with the highest standard of living, and that 
by increasing productive efficiency all around we 
not only participate in the profits of these enterprises 
but we so raise the level of demand that in the long 
run our exports will be increased. It is hard to sell 
American cars in a jungle or where there are only 
goat trails. It is difficult to get a good gasolene busi- 
ness where cans are hauled on the backs of llamas. 

But more than that, the Government is finding 
opportunities abroad for American talent. A large 
part of the power of Germany and Great Britain 
abroad, especially in stimulating orders for the pro- 
ducts of their home country, was in the placement of 
key men in railways, utilities and industrials, who 
naturally routed their requirements back to their 
own people. The United States suffered recently 
from a large unemployment of trained men, espe- 
cially chemical engineers. Although demand in war- 
time has turned the other way around, and we are 
short of talent at the moment, normally we could 
find it useful to place American ability in the new 
industries we have either founded or extended 
throughout the world. Whatever the defects of 
American policy, the broadening of horizons for our 
youth, beyond the national confines, is the sure sign 
of our maturity as a nation. Our corporations,’ in- 
stead of planning exclusively for an internal market, 
as has been the case in all but five or six important 
industries, must now reshape much of their engineer- 
ing and personnel departments for this new, com- 
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pulsory, and, it is to be hoped, profitable, develop. 
ment. 

When the President entrusted the job of relief to 
the stricken inhabitants of Europe and the areas that 
are to be reconquered in the East into the hands of 
former Governor Lehman, it seemed, at first, that 
this task would be performed similarly to the Food 
relief of the Hoover Committee after the last war, 
or the widespread Quaker relief that accompanied 
it, especially in Russia in 1922. When, however, the 
Lehman committee’s work was integrated with the 
State Department, and was made to conform to 
decisions of a host of other Government agencies 
and international Food conference decisions, the 
differences must now be seen to be so great that there 
is no analogy with our past efforts at relief. 

In the first place, we then considered our actions 
as temporary. Now we have to organize a system 
of rehabilitation that will take years, that will com- 
mit us without the formal stipulations of treaties, 
and for whose consequences we are, in part, respon- 
sible. Certainly we are not training army officers to 
supervise the work of reconstruction throughout the 
world, and who are to be placed in other lands on 
an extra-territorial basis, for nothing at all. At 
Charlottesville, in the Somervell training school at 
Leavenworth, and at Georgetown in Washington, 
our ablest young officers are being schooled to ad- 
minister the rehabilitation job, if need be for many 
years. In the last war our first desire was to scurry 
out of the Rhineland as soon as we could. In this 
war, the organization of the War Department shows 
conclusively that we contemplate no unfinished jobs. 
The amount of training and the numbers trained are 
so great as to preclude any idea that this is a side- 
show. Nor is the Lady Bountiful idea dominant. 
There is no desire to aid any other countries merely 
out of compassion, and then to receive from them 
that gratitude which Germany expressed (to take 
one instance) for our largesse, and for which Hun- 
gary rewarded us, by war, for saving her people and 
her social order. It is an axiom that the State and 
War Departments assume direction and that the 
permanent interests of this country will thus be safe- 
guarded in the formulation of any relief and rehabil- 
itation plans. 


Shipping Redistributed by Executive Fiat 


When the world war began, Great Britain was 
still the shipping power, commanding about twenty 
million tons. Until quite recently even that amount 
of shipping has been redundant, as world trade, even 
expressed as physical volume, had trailed the internal 
recovery of many countries throughout the thirties. 
That the world had enough shipping was taken for 
granted. With the epoch of submarine sinkings, ship 
production of the United States has been so stimu- 
lated by governmental sponsorship that our annual 
production bids fair to rival the entire tonnage of 
the British Empire before the war. 

Recently, when the President transferred, by 
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Executive order, more than a hundred of our cargo 
vessels to Great Britain, on terms to be arranged 
later, the reason given was that the shortage of purely 
British ships was such that a large number of mer- 
chant seamen, among the best trained in the world, 
were idle in Britain at a time when she most needed 
imports. 

The implications of this are plain. In the first 
World War, we left our shipping situation a mess, 
and retired from world competition with immense 
losses, leaving her old supremacy to Britain. Now 
we allocate Britain her share of shipping, purely 
on the calculation of the maximum use of manpower. 
At the end of the war, shipping may be in still 
greater demand than now, as was the case during the 
feverish shipbuilding and chartering boom of 1919- 
21. But, ultimately, the enormous amount of ship- 
ping now available must prove excessive and the 
British manpower problem revive. 


Commercial Aspects of Our "Big Navy" Policy 


It is unthinkable that the American exporter who 
realizes the tremendous trade advantage that comes 
from shipping in one’s own bottoms, and obtaining 
cheap freight on the return trip, or on tramp trips 
throughout the world, will allow (for the second 
time) this enormous advantage to be thrown away. 
Itdoes not conform to the avowed Navy program of 
building a Navy seven times the present size of the 
Japanese and far exceeding that of Great Britain, 
perhaps by as much as three to one. The object of 
such a navy, which is significant only on the premise 
of wideflung interests and paramount mercantile 
shipping, woud be to serve a new policy of maritime 
supremacy not for a year or two but for aye. Cor- 
related with this is the export of talent. In plain lan- 
guage, in our country every single factor that built 
up the world superiority of Britain is now in the 
works, administratively. Hasty pessimism about our 
ship repairing companies may thus prove to have 
been overdone. 

Great Britain, anxious to safeguard her world 
position and currency, initiated currency policies by 
the Keynes plan. In that proposal, however dis- 
creetly stated, voting power concerning international 
currency and banking was to be based on the pre- 
war volume of trade, which would give Britain a 
preponderant role in any such arrangements. It was 
countered by the Morgenthau-White plan of the 
United States, in which the United States retained 
basic veto power in what was to function as an in- 
ternational investment bank, and in which, even on a 
wrrent basis, this country was most powerful, since 
voting power was allocated on a basis of capital sub- 
scribed. The Keynes plan was a glorified clearing 
arangement; the American plan an international 
Banking Cartel, with emphasis on long term invest- 
ment as the basis for trade. Since then we have 
modified our position to permit voting arrangements 
in such wise that no country shall have more than a 
ifth of the votes, irrespective of any basis, whether 


SEPTEMBER 4, 1943 


trade or capital subscribed. Only on the question of 
the value of the ultimate international currency, the 
Unitas, are we to retain veto power. But if by coun- 
tries is meant the string of nations adhering to the 
Sterling bloc (whether voluntary or involuntary), 
then the United States is in a secondary position in 
this new arrangement. At any rate, the Treasury 
has made concerte plans to have the value of Amer- 
ican currency determined by its alignment with other 
countries’ currencies. 

This is one of the few things actually carried out 
by our governmental agencies that will meet opposi- 
tion. The Constitution fixes the right to determine 
currency in the Congress of the United States and 
some jurists hold that without a constitutional 
amendment, this power cannot be transferred to an 
international Bank. On the other hand, other jurists 
argue that once Congress has ratified the appropria. 
tions for the Bank and approved its charter, it is 
exercising its currency privilege in the sense con- 
templated by the Constitution. Whatever may be 
the legal position involved, the fact is that the 
Treasury acts on the asumption that the dollar, as an 
autonomous currency treating with other currencies 
on a sovereign basis, is no longer tenable, and that 
it must be brought into the framework of world 
currency. All of this is cemented to a large navy, 
large shipping, mixed interests abroad in a multitude 
of countries, and hence, the coping stone, an inter- 
national investment bank, running into billions, in 
which we are permanently involved and to whose 
success our dollar values are tied. 

It has been stated on behalf of the State Depart- 
ment, with apparent au- (Please turn to page 596) 
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Which Industries Have gs." 


Least Favorable Peace Prospects? 


Tue stock market whose judg- 
ment, while not infallible, is us- 
ually sound in evaluating future prospects of any 
given industry, has long announced its verdict on 
stocks likely to suffer by the shift from war to peace. 
This means primarily, though not exclusively, war 
stocks; the verdict has taken the form of extremely 
low price-earnings ratios and, during the later stages 
of the market advance, pronounced lack of interest. 
War stocks and the problems peculiar to them were 
thus effectively identified if not ostracized as the 
bearers of more than average risks and in this re- 
spect the market judgment can be safely accepted, on 
principle. Still, there is room for considerable differ- 
entiation within these various groups, and here, the 
market is perhaps somewhat less selective than war- 
ranted by actual situations. In some instances caution 
is no doubt overdone but this is understandable, con- 
sidering the imponderables involved. 

Everyone is familiar with the post-war problems 
confronting such industries as aircraft manufactur- 
ing, ship building, marine transportation, machine 
tools and non-ferrous metals. By virtue of their con- 
centration on war work, their equities are generally 
unpopuar at this stage both as investment and specu- 
lative media. Even railroads, with some exceptions, 
are commonly regarded as war stocks, and such basic 
industries as steel, paper and pulp, fertilizer and 
certain heavy chemicals, while by no means strictly 
war stocks, are likewise viewed dubiously as to their 
post-war status. Their prospective difficulties basical- 
ly relate to three main contingencies: Overcapacity, 
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ish itself on a satisfactory peace-time basis. 
Non-ferrous metal producers have other troubles. 
[he impending sharp decline in demand, when the 
war is Over, is perhaps a lesser one. But how to 
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oublesome problem as is the question of world- 
yide excess capacity. Producers of aluminum and 
magnesium especially are plagued by the existence 
pf tremendous overcapacity, far beyond any foresee- 
ible peace-time demand. It is another instance where 
nthorough deflation is indicated and until it is un- 
lertaken, such stocks have no appeal. The same ap- 
lies to their fabricating satellites where a corre- 
ponding capacity problem exists. 

Except a few carriers with an impressive earnings 
eord in peace and war, the market plainly regards 
ail shares as war stocks. Their current bonanza of 
igh earnings from heavy war-stimulated traffic is 


Spbviously viewed as temporary. The fact that these 


ail shares have been riding high in popular specula- 
we fancy does not alter this reasoning; it merely re- 
ects hopes attached to the improvement of their 
inancial position made possible by war-swollen earn- 
ngs. These hopes however are none too sanguine 
nnd debt problems continue to cloud the longer range 
utlook so that market capitalization of current 
anings is extremely conservative. Typical is South- 
m Railway which today is selling at less than last 
ear’s earnings per share. 


Capacity Problems 


In the chemical field, those companies active in the 
production of fertilizers and certain heavy chemi- 
als, including solvents, may again be adversely af- 
ected by unsatisfactory price conditions, the result 
bf excessive capacity and consequent keen competi- 
ion for outlets. Here, however, the outlook is less 
ell defined and may shape up better than expected, 
lepending in part on such factors as export demand. 
Nmilarly, the paper and pulp industry, now straining 
ard to meet war demands, after the war may again 
“perience unsettling foreign competition and to this 
tent is regarded “‘vulnerable” to peace. For coal, 
otably anthracite, peace demand may well be better 
han now envisaged but pending definite proof, coal 
hares continue to be viewed as carrying more than 
dinary speculative risks. 

Despite their basic importance in war and peace, 
‘eel shares are commonly treated as war stocks, 
arketwise, this because of the sharp expansion in 
tel making capacity during the past few years. 
Vith the cessation of war demand, it is estimated 
hat some 20 to 30 million tons of raw steel annually 
ill be looking for a market which is as good as any 
icuse for the lukewarm attitude toward steel equi- 
les in general. A somewhat more constructive view 
Staken regarding producers of light steel and spe- 
ialty steels where the competitive outlook is thought 
etter. 

Thus on the whole, there are good reasons for the 


SEPTEMBER 4, 1943 


market's disinterestedness in war stocks or others 
where the return of peace threatens to inject dis- 
turbing elements though patently it would be wrong 
to generalize too much. Important differentials may 
be found in each group but the market thus far has 
been loath to give them too much weight pending 
crystallization of their true value. Take, for in- 
stance, the problem of overcapacity in the aviation, 
aluminum and magnesium industries. The fact that 
new capacity is largely Government financed and 
owned and therefore of no direct concern to these in- 
dustries, does not do away with the competitive as- 
pect of its existence. Rather, it is accentuated thereby 
and will continue to overhang the situation until a 
clear-cut Government policy has been formulated as 
to its disposition. More particularly, these industries 
want to know whether the Government intends to 
operate its plants in competition with private enter- 
prise. This is a vital question and its solution is the 
keystone of post-war production plans. In ship build- 
ing, the overcapacity problem is much more simple. 
Excess facilities can either be scrapped or kept idle 
but due to the probably prolonged dearth of demand 
for new ships, they cannot continue to be operated 
except possibly for repair work. 

Equally disturbing is the question of contract ter- 
mination and disposition of war inventories. Here, 
too, the evolvement of specific Government policy 
is awaited. This applies of course to all war con- 
tractors but is of critical importance to the afore- 
mentioned industries by reason of their huge involve- 
ment in war work. Outstanding contracts run into 
billions and inventories are tremendous, often repre- 
senting a major portion of working capital and only 
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partly, if at all, suitable for peace-time use. To them 
it is a matter of survival, no less, to have these ques- 
tions settled in a manner that avoids any impairment 
of their finances. While this is hoped for, and indeed 
taken for granted, there is as yet no definite indica- 
tion how the problem will be handled and it thus re- 
mains one of the outstanding question marks. 

On the other hand, reconversion for obvious rea- 
sons poses no particular problem except for machine 
tool makers, and they are generally well fortified 
with reserves and other reconversion assets, in the 
form of tax credits and carry-back privileges, though 
exceptions no doubt exist where such assets are in- 
adequate. The question of post-war capital needs is 
another matter, and by no means confined to war 
industries. In many instances, notably companies 
only partially engaged in war work, there is an im- 
portant connection with reconversion costs. Ob- 
viously, the higher the latter, the greater the possi- 
bility that reserves may be found inadequate and 
additional funds needed for transition. It is difficult 
to single out individual examples where such may be 
the case. But as to capital needs for post-war busi- 
ness, as distinct from reconversion, available facts 
permit more definite conclusions. The aircraft indus- 
try, for example, is certainly in need of additional 
capital funds for two basic purposes: (1) to take 
care of post-war business opportunities, and (2) for 
acquisition of plant facilities needed for that purpose 
since very little plant expansion was undertaken 
during the war for its own account. Funds may 
also be required to strengthen working capital. All 
this puts some doubt on the future status of common 
stock, quite apart from the severe competitive prob- 
lem that will develop after the war. 
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In the railroad field, the need for capital is algo 
apparent since equipment is badly run down or ob. 
solete. Without considerable expenditures for re. 
placement and repair, the railroads cannot possibly 
hope to hold their own after the war or capitalize on 
their war-time revival which they hope to extend 
into the post-war era. A goodly part of war-time 
earnings is being used for debt reduction and the 
strengthening of maintenance reserves; the latter 
however are by no means sufficient to cover future 
capital needs. Additionally, earnings appear to have 
reached their peak and a reversal of the trend may 
be expected from hereon. For quite scme time, they 
may well continue very satisfactory but cnly a very 
long war could assure really fundamental improve- 
ments in capital structure. 


Post-War Capital Needs 


Capital needs may also arise from diversification 
efforts in various war industries, notably aircraft, 
machine tool and possibly shipbuilding where con. 
ceivably efforts will be made to offset declining busi- 
ness by branching out into other fields. This further 
accentuates the uncertainty concerning the future 
status of common stock of related companies. Even 
railroads are reported to consider engaging in air 
transportation, both of passengers and cargo, to 
arrest or prevent serious inroads in their trafic 
volume. 

What lessons is the investor to draw from this 
array of unpalatable facts? In the opinion of the 
writer, they need by no means by wholly negative 
but they should stress the need for caution. At 
present price-earnings ratios, most aircraft and ma- 
chine tool stocks for instance look like bar- 
gains. Some of the former especially may 
turn out excellent speculations over the long 
term though the risk is decidedly above 
average. Similarly, some of the well estab- 
lished machine tool concerns may do far bet- 
ter than expected. Shipbuilding and shipping 
shares, on the other hand, are virtually de- 
void of any attraction though intercoastal 
shipping may do somewhat better than trans- 
oceanic lines and hence may be less severely 
judged. Railroad shares, except the few of 
semi-investment calibre, must be considered 
highly speculative, in the great majority, 
since after the war they will again have to 
face their characteristic problems, in some 
respects intensified. Meanwhile, however, 
they are not without attraction on a short 
term speculative basis, considering their pres- 
ent popularity and the possibility of further 
improvement in their financial position, al- 
though timing of course is important. Non- 
ferrous metal shares have kept severely aloof 
from the market advance and their market 
action presumably will continue indifferent. 
Thus short-term as well as long-term appeal 
is virtually non- (Please turn to page 594) 
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AMERICAN WOOLEN CO. SALES AND EARNINGS ON PREFERRED 
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How to Select Bargains 
IN PREFERRED STOCKS 


= stocks have recently enjoved ore 
relative market favor than in prior upturus. Inves- 
tors are no longer impressed by the old superficial 
adage that preferred stocks had neither the security 
of bonds nor the profit possibilities of common 
stocks: that they combined the vices of both with 
the advantages of neither. It is now recognized that 
the investor is not concerned with abstract categories 
like “bonds,” ‘‘preferred stocks” or ‘common 
stocks,” but with the concrete suitability of any given 
security for his special needs. A preferred stock 
whose earnings background is excellent is preferable 
to a shaky bond, and a preferred stock which is 
selling at a discount, is often a better buy than its 
sister common stock which has to await payment of 
arrears on the preferred. Preferred stocks have 
usually been classified in statistical manuals in the 
same way as common stocks, that is, by how many 
dollars per share was earned. But this is usually a 
misleading analogy. In the case of common stock, 
which is the residual claimant to all earnings, the 
remaining earnings (after the payment of prior obli- 
gations and securities) can legitimately be appur- 
tioned to each share. But preferred stocks earnings 
per share may be without any significance if the ratio 
of preferred stock to common is such that the cri- 
terion becomes meaningless. For example, suppose 
that a company has 100,000 shares of $7 preferred 








stock outstanding. Suppose also that it has one mil- 





SEPTEMBER 4, 1943 


BY STANLEY DEVLIN 


lion shares of common outstanding as well. The 
preferred stock has a claim on earnings prior to the 
common. Earnings are two million dollars. That 
means there are $20 applicable to each share of pre- 
ferred and we speak of the dividend as having been 
earned nearly three times over. Its dividend appears 
to be extremely safe. But suppose, also, that it is 
preceded by funded debt of a hundred million dol- 
lars carrying a 5% interest charge. Then the two 
millions earned on the preferred are merely two- 
sevenths of all earnings before interest payments. A 
shrinkage of 28% in net earnings would eliminate 
all warnings on the preferred stock, and the so-called 
three times cover is proved to be not a wide margin 
of protection at all but looks good merely because 
of the low ratio of preferred stock to prior obliga- 
tions. 

To proceed further in real evaluations. Suppose 
that this company has to gross 40 millions at least to 
make its running expenses. If it grosses 35 millions, 
it shows a net deficit. But if it grosses 50 millions, 
then (having already paid for its overhead), assume 
that seven-tenths of the surplus above the break even 
point of 40 millions is carried to net, and at that 
figure, 5 millions having been paid on the bond inter- 
est account, we have $20 a share available for the 
preferred. Let us suppose that gross reaches 55 
millions and that four fifths of the difference between 
50 and 55 million is (Continued on page 594) 
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GOOD NEIGHBORS to the south ot the international 
border will become good customers of the United 
States when the war ends, promises Coordinator 
Nelson A. Rockefeller. That forecast is based on 
known needs and on some orders already coming 
in from below the Rio Grande. Mexico has pur- 
chased a $1,500,000 blast furnace here; Chile will 
shop here for a $16,500,000 hospital building and 
equipment program. 


MANPOWER problems have bottlenecked the con- 
struction end of the 100-octane gasoline program 





Washington Sees: 


Most Washington writers and political anal- 
ysts agree the outcome of the next Presidential 
election could be decided by the vote for Lieu- 
tenant Governor of New York this year. 

They reason that, if the Democrats can fill the 
position so soon after losing control at Albany, 
the party can go on to carry the state in 1944. 

It would mean that Dewey had lost hold on 
the state of which he not only is Chief Executive 
but also Republican titular head. The prospect 
that a candidate might win the normally essen- 
tial electoral votes of New York is a prime 
reason for nominating him; convincing proof to 
the contrary would sidetrack him. Even if these 
considerations are ignored (still assuming a 
Democratic victory), his party probably would 
not want to cast Dewey in the role of Presidential 
candidate and allow a Democrat to slip into the 
gubernatorial chair at Albany. 

But, if the Republicans elect a Lieutenant Gov- 
ernor, these arguments will operate in reverse 
and Bricker, Warren and the rest may begin 
thinking of the Vice Presidency. 











++ Shebeees 


ie 


just as Harold Ickes began to reap the benefits of 
his battle for priorities. Equipment and materials 
are flowing in under the impetus of top priorities 
but the men are not available to assemble them. 
Not yet in the critical stage, the delay if protracted 
might seriously affect around-the-clock bombing of 
Axis centers. Meanwhile the promised easing of gas- 
oline for the East is still ‘‘around the corner.” 


SALES TAX will be one of the liveliest subjects of 
discussion when Congressmen tackle the problem of 
meeting the Treasury’s call for greater-than-ever 
revenues. Labor backing is lacking and the Treas- 
ury has interposed its stock objections; yet there is 
respectable and substantial support on Capitol Hill. 
Chairman Walter F. George of the Finance Con- 
mittee says a hint of favor from F D R would place 
sales levy on the law books. But it is unlikely that 
the President will oblige. 


SHORT CIRCUIT of Selective Service Headquarters 
and the War Manpower Commission and direct 
appeal to the White House to end bungling may be 
Donald Nelson’s next step. W P B wants key air- 
craft, ship and munitions works exempted from 
draft, not merely deferred. The impact of present 
uncertainty is being felt on the production line, Nel- 
son says. W P B thinks the situation would be 
helped if both McNutt and Hershey would declare 
a moratorium on public statements. Labor shortage 
will get worse this autumn and winter. 


BOOTLEGGING having threatened to become a na- 
tional problem again the chemical division of the 
Wer Production Board will win its campaign to 
bring about resumption of beverage alcohol manv- 
facture on a limited scale. No legal whiskey has 
been made here since last October. Meanwhile, dilu- 
tions of stocks on hand have cut the quality, raised 
the price, opened the market to the illicit dealer, 
and cost the Treasury tax revenue. 
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Unwilling longer to encourage illusions in the minds of con- 
quered people and the less self-supporting members of the United 
Nations, Agriculture Secretary Claude Wickard has released a truth- 
telling report that could, probably will, mark a turning point in in- 
ternational relations. : 


The production potential of the United States, said Wickard on 
the advice of his experts, simply isn't enough to fill the world food- 
basket. Furthermore it can't be sufficiently developed to do that. It 
could be spread over present U. S. population and forty million addi- 
tional persons, no more. 


Talk of feeding, clothing, and housing an estimated half billion 
persons has more practical-minded war and civil administration chiefs 
worried. Obviously beyond the capacity of the United States, promise of 
such a program has been building up, they fear, to a great disillusion- 
ment. The Wickard statement came to them as relief. 





























































































































‘$s ot 

rials Luxury buying remains a major drain-off for surplus money in 

‘ities circulation. Sales in eating and drinking places are 31 per cent above 

em. a year ago (highest increase in the nondurable lines); sales in jewelry 

cted stores show a 36 per cent gain in the same period (highest in the durable 

g he lines). 

< 

° Department of Commerce, reporting these data, seemed persuaded 
it was newsworthy to record that sales of automobiles and in gasoline 

s of filling stations reflect little change during the one-year period. 

n of "Must" reading for management in enterprises devoted to war 

shite: production is Procurement Regulation No. 15 and its accompanying 

eas- eas ° 

ae auditing manual, available at Washington. 

ill. Government promises of "fair, equitable and prompt" settlement 

om- of war contracts terminated by shifting military requirements are 

lace crystallized therein. Present and future operations of many contractors 

that might well be adjusted in the light of what lies ahead. 

Fair dealing both to government and contractor is the asserted 
ters goal. Placing it in the hands of dealers at this time amounts to a con- 
rect tract with at least moral binding force. But failure to read it care- 

y be fully, understand it, could be costly oversight. 
alf- 
“om Pruning of the Federal payroll is moving so slowly that a major 
sent drive to speed it will be instituted when Congress returns to Washington 
Vel- one month hence. Today more than three million civilians constitute a 
Be: public payroll army more than one-third as large as the uniformed one. 
are 
age Payroll has increased from $141,000,000 in 1938 to $552,000,000 
in 1943. Political analysts count a federal job "good" for three votes 
in any election. Job holders delivering votes could balance the scales 
oh in a national balloting. 
e 
to Vast public works programs are envisioned by American, Federation 
nu- of Labor as essential to “re-conversion" of a possible twenty million 
has workers from war to peace jobs, and the drive for. legislation to that 
- end already is on. 
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From six to eighteen months will be required to re-convert a 


plant, but the graver problem arises where plants simply shut their 
doors and go out of business. To the question, what happens to the 
jobless ex-workers, A. F. of L. has the answer; Government support in 
the interim between old and new jobs. 

So, the lobbyists are trekking up the incline to the Capitol 
frpm Pennsylvania »Avenue's Peace Monument, brief-cases stuffed with 
data on the need and the solution. Approaching election year, Congress 
may be expected to enact a few "token" bills without ado or delay. 


"Dangerously behind" in production schedules, coal mines are 
being ordered on an eight-hour day with time and one-half for overtime 
spelling am increase in consumer costs or federal subsidy. Marginal 
operators cannot absorb the extra cost, Administrator Ickes concedes. 


Reaction of John L. Lewis to this proposition is awaited. The 
Fuel Administrator secretly hopes Lewis will find in the increased pay 
envelope sufficient concession to withdraw other demands, pave the way 
for return of the mines to their private owners, obviate the need for 
newly fashioned "sanctions." 


Preliminary reports reaching the Office of. Civilian Supply from 
field operatives "sampling" stocks of nonmilitary goods on shelves and 
weighing future needs, are causing some concern. If accounts from re- 
gions not yet touched reflect like conditions the "go" signal for 
civilian goods manufacture will be given. 


Inventories for more than one year have been subjected to a 
drain which considerably exceeds current production of consumer goods. 
The pinch is not far ahead unless buying retards (which is not likely in 
the face of national income 27 per cent above last year), or stocks are 
replenished. 


James F. Byrnes, generalissimo of the home front, has authorized 
the field survey, national in scope but on a sampling basis. His aides 
think next winter would be a bad time to let the civilian economy 
tighten. 

Trade-ins of passenger cars for credit certificates that put 
owners on a preferred list for post-war automobiles are increasing 
heavily, the National Highway Users Conference reports on the basis of 
word from finance companies. 

Dealers are issuing purchase certificates higher than the cash 
trade-in value, redeeming the certificates at actual cash trade worth 
where there's a change of mind on the part of the seller. Building up is 
a backlog of orders with down payments already made. 


Capitol Hill squawking against draft of pre-Pearl Harbor fathers 
is so much shadow-boxing. The reservoir of single men and post-Pearl 
Harbor parents has been drained, occupational deferments are surpris- 
ingly few, the 38-plus age group wouldn't contribute a satisfactory num- 
ber of men even for non-combat duty. 


Congress will go through the motions of "saving" fathers by 
regulations placing them at the foot of the call list. But draft boards 
are nearing the end of the list already. Nothing short of immediate 
total victory can alter the outlook. 
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RIODIC re-appraisal of investment and speculative 
dings is an essential safeguard against changing 
ditions which threaten or potentially threaten 
er capital values or income return or both. The 
litary, political, economic and financial changes 
cting security values today are more numerous 
d rapid than ever before. Especially in the case 
common stocks, watchfulness is imperative at all 
es. 

To serve this need THE MAGAZINE OF WALL 
RFET, as for many years past, presents its special 
“Appraisals of Earnings and the accompanying 
vidend Forecasts at six-month intervals—besides, 
course, its regular bi-weekly coverage of all signi- 
ant economic and industrial developments impor- 
tto investors. 

Qur thousands of readers in the aggregate hold 
ks of many hundreds of corporations. Thus, 
gthy individual re-appraisals in this service fea- 
re would permit coverage of too few to be ade- 
ately useful. Hence our effort is to present the 
st pertinent information and ratings on the max- 
um possible number of issues as concisely as pos- 
ble for the convenience of our subscribers. 










forecas— 


Outlook and Ratings for Individual Build- 
ing Materials Stocks, Motion Picture Com- 
panies, Tobaccos, and Miscellaneous Issues 


It is important to bear in mind that current earn- 
ing power of various war-active companies is ab- 
normally good and thus not indicative of future 
potentialities. Similarly, depressed ‘‘war casualty” 
earnings are also abnormal. For these reasons, as a 
handy reference guide, our tabulations show for com- 
parison the average pre-war earnings and dividends 
of 1936-1939. Book values and—where feasible— 
net quick assets per share are also shown and are of 
considerable interest in an inflation era. Under “‘In- 
vestment Rating” the letter denotes our judgment 
of investment quality and prospects, taking into 
account trade and financial position, management, 
growth, potentials, tax position and other factors; 
while the numeral indicates current earnings trend. 
Thus: A+, Top Quality; A, High Grade; B, Good; 
C+, Fair; C, Marginal. Numerals: arni 
Trend Upward; 2—Steady; 3—Down. 

Selected issues favored for capital gain are de- 
noted by the letter x in the tabulations; for safe 
income, the letter w. For guidance on timing of pur- 
chases for appreciation, watch the continuing advice 
given in our regular market analysis article in the 
forefront of each issue. 














THE COMING BUILDING BOOM 


— Which Companies Will Profit Most? 


BY GEORGE 


WP isnicey no industry can look forward to post- 
war prosperity with more solid assurance than the 


building industry. 


After all, it fills a basic need, on 


a par in importance with clothing and food; and 
provision for adequate housing has become an in- 
dispensakle part of the modern standard of living. 


But unlike clothing and 


food, its satisfaction can 


readily be compromised with, both as to time and 


form. 


In other words, expenditures for shelter, as 


an absolute necessity, are not nearly as inexorable as 


for the two other primary wants. 


It is due to this 


factor that today we are faced with a severe housing 
shortage which after the war should blossom out 
into a prolonged building boom. 

The last residential building boom culminated in 


1928. 


Since then, despite a host of stimulants, no 


big private building expansion materialized. This 
was widely attributed to the rapid rise in construc- 
tion costs which increased building prices toa point 


beyond the income of the average consumer. 
ever, this is only partly true. 


How- 


It would be more 


correct to say that building costs were beyond 
that part of the consumer’s income which he was 
willing to spend for shelter, in competition with 


other and perhaps more appealing wants. 


the consumer had accept- 
ed a lower standard of 
living in the form of 
fewer cubic feet of res- 
idential space in return 
for a higher standard 
of living in the form of 
other goods and services. 
This during the last dec- 
ade or so brought about 
marked changes in the 
structure of consumer ex- 
penditures. The outlays 
for such goods as au- 
tomobiles, electric appli- 
ances, radios, etc., in- 
creased, while those for 
rent, taxes and _inter- 
est on funds invested 
in homes declined. Per- 
haps this feature is 
temporary but any fu- 
ture diversion, whichever 
way, will have an 
important bearing on 
the length and intensity 
boom. 
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In short, 





Such scenes, infrequent nowadays, 


will 


of the post-war building 


In a sense, we shall witness a battle between 


be common after the war 
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housing and consumer durable goods for the cq 
sumer dollar. 

Luckily, the very factors which previously ni 
tated against greater expansion of private buildiy 
now make a building boom virtually inevitable. Th 
created a shortage which is painfully evident tod, 
in many areas and remedial steps can no longer} 
postponed. The war interrupted a gradually q 
panding volume of construction, developing after t 
prolonged slump during the thirties but this incipie 
revival fell far short of meeting requirements. Th 
now have been greatly accentuated by war-time 4 
strictions precluding virtually every private build 
activity. Hence, the potential need for housing 
enormous; the backlog will be further augmented} 
a sizable volume of industrial construction coincide 
with industry’s return to peacetime business and ifrackets | 
a large-scale Government construction program ting inco 
be initiated after the war with a view to supportilome hav 
our economy during the period of transition. aterials 

The existence of large savings, low interest rat@y) compet 
and improved financing methods -plus the need met profit 
desire for better housing are factors which shoilfftremely 
combine to channel annually many billions into tifize earn 
construction field. It is improbable that the late@\merican 
demand can be met witiffan, Joh 
in the limits of a singifim and 
business cycle; most lik@@f partia 
ly the boom will cartfhysts shor 
over into the second posfred by 1 
war cycle provided thifhost-war 
basic conditions remaiffime thar 
favorable. The accumifproducer: 
lated needs for improvfirtually 
ments, repairs and modfg and | 
ernization should swellfre less | 
the prospective volum@ortion o 
of activity to still greaté§ Once — 
proportions. Since buildfxpansio: 
ing of every type requittfiicade n 
large quantities of dfhan any 
verse materials, fabriivectati 
cated products and abov@iut on m 
all, the employment offelt that 
much labor in variifiill be o 
fields, a revival such Mivide-sca 
indicated in the buildinfthat we 
field alone will constitutffhe war, 
the principal mainstay oMtilize o 
our post-war recovery. lf an a 
view of its urgency and indicated scope, it coulditimulat 
hardly be less, irrespective of other key factotfftin be e 
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rightening the post-war business outlook. 
War building itself is long past its peak. 
otal construction expenditures in 1942 
eached the enormous sum of well over $18 


LONG TERM CHANGES 


IN BUILDING VOLUME 





lions. Since Spring, activity this year has 
allen off sharply as plant expansion and 
eded military construction was progres- 
wvely completed. For the first seven months, 


BILLION DOLLARS 
20 





snstruction activity shows a decline of fully 
6% from last year. For the balance of 
943, and for that matter for the remainder 


1e comi the war, building activity will continue 








stricted to essential needs, principally war 
housing and certain industrial construction, 
gtably in the aviation field. Remodeling 
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nd repair work for private account will 
so recede from the already severely cir- 
umscribed scope permitted under war con- 
tions as shortages of materials and labor 
re increasingly felt. Thus an over-all drop 
well over 50%, probably 60%, from last 
ear’s peak volume is clearly indicated for 
943. .For most companies, earnings from 
ow on will tend to contract but the drop is 
ot likely to be very severe, as far as per 
are results‘are concerned. Most building 
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upply firms were well up in the EPT 
rackets last year and any decline in oper- 
ting income will largely be at the expense of taxes. 
hme have successfully undertaken large-scale war 
aterials production thereby obtaining added income 
» compensate for the loss from normal lines. While 
et profit from such work is relatively small, due to 
xtremely thin margins, it nevertheless tends to stabi- 
i earnings. Among them are Otis Elevator, 
merican Radiator, Holland Furnace, Iron Fire- 
nan, Johns-Manville, National Gypsum, U. S. Gyp- 
igmim and others. Theirs, of course, will be the task 
t liktff partial reconversion after the war but incidental 
cattifosts should be limited and are in most instances cov- 
| posffred by reserves. Taking the industry as a whole, 
1 thifhost-war adjustments should be easier and take less 
emaigime than in most others. Some companies such as 
broducers of cement, paint, lumber and asbestos have 
rove@irtually no change-over problem at all; the plumb- 
mong and heating supply concerns, on the other hand, 
swelre less favorably situated, due to their higher pro- 
olum@ortion of war work. 
reat Once peace has come, it is believed that latent 
buil\pansion factors are such that the first post-war 
juirtiiccade may witness a larger volume of construction 
f dhan any previous similar span in our history. This 
fabrfxpectation is not based on accumulated needs alone 
bovbut on more vital considerations as well. It is widely 
it OMelt that immediately after the war, the Government 
aril be obliged to adopt policies that will encourage 
ch afiride-scale investment in new enterprises in order 
Idingfthat we may carry our big debt load attributable to 
titufte War, maintain reasonably full employment and 
ay Ofitilize our vastly improved industrial plant. In it- 
'y.lilf an admirable vehicle for public expenditures to 
couliftimulate post-war recovery, building additionally 
an be expected to become an important beneficiary 
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of just such policies in many unexpected ways. 

Of the principal expansion factors, let us first con-- 
sider residential building. It is estimated that about 
50% of existing private homes will be fifty years old 
or older when the war is over. If replacements are 
made on the basis of a maximum lifetime of 65 years 
per dwelling, it will be necessary to build some 
500,000 new homes annually for the next decade to 
take care of normally accruing replacement demand, 
i.e. the very minimum. But taking into account 
population growth, the virtual doubling of the mar- 
riage and birth rate since the war, and the progres- 
sively greater deterioration of housing due to inade- 
quate war-time maintenance, the annual building 
need is estimated as high as one million dwellings, 
for a decade, if shortage conditions are to be over- 
come. The average cost per unit ranged from 
$3800 to $4700 in recent years. Based on the lower 
average, an annual outlay of $3.8 billions, and $4.7 
billions if the higher average is taken, would thus 
appear necessary. These figures compare with the 
all-time high of $4.59 billions, reached in 1926. In 
other words, a building boom reminiscent of the 
twenties but lasting about five years longer appears 
indicated. The need as well as the wherewithal to 
meet it, will exist; the only imponderable will be to 
what extent modern housing will be preferred over 
the wide range of attractive consumer durable goods 
that will be temptingly brought on the post-war 
market. This applies less to refrigerators, washing 
machines, etc., where the distribution pattern is close- 
ly linked to activity in the housing field. But automo- 
biles, high-priced radios, etc., will constitute a more 
serious threat. It remains to be seen to what extent, 
if at all, industry will be able by means of lower 
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Rockefeller Center 


Worm's eye view of a skyscraper 
office building under construction 


prices to reduce this dilemma. On top of the afore- 
mentioned need for new housing, there will exist a 
great potential market for maintenance and improve- 
ment; its scope can hardly be estimated in figures but 
is perhaps best illustrated: by the fact that new 
materials, better designs, technical and scientific ad- 
vances and more economic methods of construction 
have obsoleted most of the 33 million homes built 
prior to 1930. 

In the industrial field, considerable volume of 
plant construction is anticipated in the post-war era 
despite the tremendous construction program during 
the past three years and the expected surplus plant 
problem after the war. Some estimate that a gain, 
in dollar volume, of as much as 30% over the pre- 
war decade can be counted upon. This expectation 
is based on the currently accumulating deferred de- 
mand for new plant capacity in unexpanded civilian 
goods industries of which there are a goodly num- 
ber; their construction and maintenance activity, due 
to war-time interferences, is reported about 31% 
below normal. 

As to the excess plant capacity problem, the fol- 
lowing observations might not be amiss. Of war 
plant construction during 1941-43, about three- 
eighths represent new capacity for chemical and al- 
lied products, petroleum refining, iron and steel, non- 
ferrous metals and their products. According to 
informed sources, the expanded facilities in these 
categories are not necessarily beyond peace-time re- 
quirements. On the contrary, some, such as the 
chemical industry, had to restrict their expansion 
urge in lines not strictly essential. In other indus- 
tries, iron and steel for example, much of the new 
capacity, after the war, will serve to replace rather 
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than supplement existing facilities much ¢ 
which have become obsolete. The other fiy, 
eighths consist of facilities for outright we 
production, including aircraft, shipbuilding 
combat vehicles and all kinds of ammuy 
tion; this capacity is clearly beyond any po 
sible peace-time requirements. Obvioushy 
much of it will have to be scrapped as up 
suited to other purposes; some of it, as i 
the aircraft industry, may be taken over hy 
individual companies needing added « 
pacity for peace-time business. Some my 
be retained by the Government and kep 
idle, for possible future needs. 

There will also arise some need for plant 
to fabricate new products made of new ma 
terials. In large part, this demand wil 
have to be met by new construction as mos 
of the surplus plants are so specialized as to 
character or location as to be unsuitable 
for conversion. All together, annual expen. 
ditures of better than $200 millions ar 
foreseen for industrial building construction 
during the first post-war decade; this com 
pares with $545 millions in 1929. 

Until private building enterprise can get 
under way, public construction, immediatelj 
after the war, will form the core around 
which the post-war building boom will develop. Even 
today, Federal, state and local governmental agen. 
cies are developing long-range programs to take cart 
of future public needs. They will include slum 
clearing projects, possibly on a national scale, com. 
munity housing developments, extensive road build. 
ing and numerous public works of varied types. Its 
probable scope is unpredictable and depends chiefly 
on the extent and duration of the necessity to pro- 
vide employment until private industry can take over. 
In all probability, it will run into many billions. 

In view of the optimistic outlook picture, and giv- 
ing due regard to fundamentals, it can be said with. 
out equivocation that the great majority of the 
building supply companies are thus in line for 3 
prolonged period of prosperity. The market has 
already reflected this; building material shares have 
advanced sharply for a good many months and some 
are now quite liberally priced in relation to medium 
term prospects. Post-war opportunities, however, 
are by no means adequately discounted in the major- 
ity of cases; this should act as a strong supporting 
factor in future markets and add to the appeal of 
well-situated companies in this group.. 

Ranking high among those likely to reap substan- 
tial benefits are the makers of synthetic building 
materials. Despite increasingly keen competition 
to be anticipated within this industry and from the 
outside, their long-term growth trend can be ex 
pected to continue under the stimulus of boom con- 
ditions. Among them, National Gypsum, Ruberoid, 
Celotex and Masonite offer perhaps the most speci 
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lative attraction. Leader of them all, Johns-Mar- 
ville, is in line for proportionate gains in business 
and earnings, but the (Continued on page 602) 
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iIding 
e e e es a - 
Mun. Position of Leading Building Equipment Shares 
Y pos 1936-39 
ous! Book we Quick 1936-39 1942 Ly Average 1942 Investment 
i} Company Value ssets verage Net Dividend Dividends Market COMMENT 
aS Per Sh. ie Sh. NetPerSh. Per Sh. NetPerSh. Per Sh. Paid Rating 
as in Alpha Portland Cement..... 33.95 14.11 0.81 1.84Mar 1.65 1.06 1.50 c+3 Demand stimulated by G t construction program but 
‘43 reduction should reduce operations. For near term. Will 
ree by benefit less from peace building than average building mater:sis 
| od company. 
Am. Encaustic Tiling...... 2.43 0.53 DO.14 0.02 0.25 c3 Manufact tiles suspended for durati Enters plastic field 
May with formrite process. Has better chance of post-war earnings 
kept but record unimpressive. 
Am. Radiator : , 9.62 4.06 0.41 0.52 0.50 0.37 0.30 B2 Company has suffered from sharp reduction in peace lines and 
foreign losses, war production only partly compensates, should 
ants be outstanding peace beneficiary. 
V Mage Armstrong Cork ; 34.88 13.43 2.95 1.95 1.85 1.94 1.35 B3 Raw materials situation easing except for linseed oil. Company 
’ active in armaments but basically dependent on normal furnish- 
will ing demand for profit level. 
MOSM, Celotex.............. 8.96 (D) 2.13 1.550ct 1.60 0.30 0.75 B2 New product: tantly introduced now nearly half sales 
volume, ordinary business will expand greatly in peace with 
as to new lines in growth phase. 
table Certainteed Prod. . (D) (D) DO.93 1.27 1.20 C3 War orders for barracks and small structures have created modest 
‘pen. earning power but peace record indicates poor profit margins in 
competitive products. 
; art Congoleum-Nairn. . 20.43 11.80 1.70 1.30 1.20 1.52 1.25 c+3 Demand for floor erings at low i after reducti 
ction war orders. Raw materials supplies also oA However 
com backlog demand enormous and prospects excellent. 
. ee 34.01 10.11 1.70 1.64 1.70 0.40 1.00 Al Production of war materials sufficient in volume to assure good 
net while peace revival aids prospects. Reserve policy excellent. 
1 get Foreign assets recovery will aid. 
ateh Devoe-Raynolds“A”’...... 49.12 30.72 2.23 K5.04Nov. 4.80 1.81 1.5 B3 Progressive manag t has teracted oil shortage in paint 
: production. Peace prospect: ptionally good as outlet 
und largely for home construction. 
‘Ven 1 Flintkote. . Seles ; 18.04 4.09 1.64 2.18 2.10 1.02 0.90 B2 Varied producer has benefited by temporary building program 
but ge raw materials has diminished. Should lead in 
gen: several products in peace. 
Carell Holland Furnace...... . . 25.92 21.70 2.85 3.32 3.15 1.69 2.00 Cc+3 While war work continues to sustain average profits, company 
} remains in volume position to supply heating devices almost 
UM diately, good ings long-term prospects. 
‘OM-B; johns-Manville. ..... . 63.81 34.56 4.07 6.35 6.50 3.06 2.25 Al Company in strategic position to utilize most profitable aspects 
1ild- of building after the war. Optimistic estimate of doubled 
| earnings for several years possible. 
; ui Lehigh Port. Cement....... 43.38 8.85 1.89 2.83 1.75 1.50 1.50 B3 Cement volume may decline sharply during transition period 
iefly but company is in specially advantageous position for civilian 
’ Building. 
T0- 
é Lone Star Cement.......... 48.03 16.66 3.54 3.63 3.40 3.12 3.25 B2 Extensive foreign interests have been hampered during war but 
ver. government orders compensated. Should show excellent 
domestic and foreign peace recovery. 

iV Masonite Corp......... 11.29 1.44 2.99 2.58Aug. 2.05 1.56 1.25 B3 Masonite boards finding increased uses especially in house- 
BV hold construction. Should be favored on price basis in post- 
ith- war competition with iron products. 
the 1 Minn-Honeywell.... . . 17.43 8.78 3.50 4.29 4,40 2.88 2.50 A2 Dividend basis may be p tly i dto $3. C 

is special growth type with exceptional post war possibilities 
r-9 in its varied products. 
has National Gypsum.......... 6,34 D 1.16 0.56 0.50 0.06 0.25 B2 Gypsum board demand likely to grow sharply as large urban 

f housing plans are pushed. When quick assets improve, per- 

ave manent dividends should be maintained. 
MEH Otis Elevator.......... + 4309 8.45 1.09 1.09 1.10 0.91 1.00 B2 Large foreign assets recovery will aid post-war earnings. War 
um orders ample at fair margins. No dividend increase possible. 
er Paraffine Cos............ 44.14 11.74 3.74 3.62Jun. 2.95 3.25 2.00 B3 On special position to benefit from backlog demand in floor 
’ coverings division, paint division still active and will aid re- 
Or- covery to $3 dividend basis. 
ing Penn-Dixie Cement. . rs (D) (D) D1.98 0.54 0.40 c2 Consistently poor peace earner. Large dividend appears on 
; preferred and feeble earnings on war volume indicates promis- 
of ing earnings future. 
Ruberoid..... oF; ar 43.42 19.21 2.71 2.48 2.25 1.65 1.15 B3 —_ by increase ‘in repair orders ye for decline 
so gs an 
an foamed secularly. 

ng wSherwin-Williams.......... 71.40 33.47 6.21 7.42Aug. 7.10 3.87 3.00* A2 Change in formulas for a paint due to war shortages carried out 
on smoothly. Prime paint maker will benefit from Canadian Build- 
h ing recovery as well. 

¢ U.S. Gypsum......... . 51.02 20.08 4.32 4.27 4.00 2.94 2.00 B2 Despite pessimistic outlook stated by management net should 
4‘ hold up fairly well although margins narrower. Long term 
" prospect excellent. 

) - 

d Yale & Towne.......... 43.45 26.68 1.79 2.57 2.40 0.84 1.00 B3 Foreign holdings return will bolster post-war improvement. 
id, Large war producer with better than average earnings, resource- 
le ful management and sound finances. 
ne K—Combined with other stock. 

(D)}—Deficit. 
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Filming a 
movie in 
Hollywood 


Gorn Selected Mauie Companies 


_S aa ees oe 


a motion picture industry has gone through five 
great phases: first, experiment; second, gadget ; third, 
wildcat production; fourth, large-scale silent produc- 
tion; fifth, sound and color application and world- 
wide diffusion. It has adapted itself remarkably to 
each of these successive revolutions, but in every case 
it has traversed some rough financial territory in the 


process. In the meantime it has become the most 
widespread and pervasive pro-American influence in 
foreign lands, out-topping our commercial, diplo- 
matic and publicity media by incredibly large mar- 
gins. It has, above all, popularized the American 
physical style of living as a desideratum and thus 
helped raise demand everywhere. Its influence was 
(relatively) at its height in silent days, when panto- 
mime, the universal language, was used. But, even 
in “talkie” days, when the implications of spoken 
drama had political and economic aspects, the motion 
picture industry faced nationalist challenges and sub- 
sidized opposition with great success. 

It has reversed human patterns. The emphasis 
on physical comeliness has increased the prestige of 
youth as against the experience of age. The rapidity 
with which fortunes have been made by persons 
without business ability has somewhat altered the 
values of our young people. It has substituted 
clipped speech for the previous expository treat- 
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MORGAN 


ments of our older press. If a Greeley is outmode 
today, or a Pulitzer would sound long-winded, iti 
primarily due to the popularity of this medium whid 
must find a simple, direct, common speech to acco 
modate tens of millions. We are all the products 
the cinema, directly or indirectly, our pithy, topic 
press, our photographic weeklies. 

The war has opened some special possibilities t 
this dominant industry. Our army, and technicias 
in arms plants, are being largely educated by th 
process of training films. Visual education hi 
largely replaced textbook education; has made verbi 
explanations tiresome. The manipulation of a m 
chine gun in actual practice can be demonstrated i 
minutes by the film, and apprehended as a unit 
instantly (exactly as in battle), whereas verbal train 
ing is serial, which is not at all how one meets red 
situations. It is expected that since nearly the whol 
cinema personnel (in rotation) has been delegate 
to do this work in wartime, that thousands of me 
will later be turned by the motion picture companit 
to this non-entertainment aspect of the films. It ma 
replace, especially in physics, chemistry, and othe 
demonstration subjects, a large part of our preset 
high school curriculum. Such an extension woul 
alter the income basis of the motion pictures an 
make it largely non-comparable with prior earnings 
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But, for all that, the next few years will be much 
more in the tradition. The basic income of the 
movies has come out of entertainment, especially in 
the larger pictures. Of its market, almost three- 
fourths is English-speaking North American. A large 
part of the remainder is also English-speaking. The 
sources of its ascertainable revenue will for some 
time be as it was in pre-war days. 

The threat of television is not to be ignored so 
lightly. [he radio has partly antiquated the con- 
cert hall. There is little reason for persons to group 
together in a definite locale to see or hear any spec- 
tale or performance when these can be equally 
enjoyed at home for less money and with more com- 
fort. The Theatre has enjoyed revivals since the 
films, but it has nothing like its former relative posi- 
tion, and, in fact, only flourishes at moments of great 
prosperity and then only in large cities. For our 
small town and rural population it has disappeared, 
in effect. 






Television Not An Immediate Threat 


But, at least, the theatre had the advantage of a 
living presentation as against that of shadows. If 
television appears, then competition would result 
between shadows at home and shadows in a theatre. 
It might be countered by adding entertainment to the 
picture, as is done in feature houses everywhere 
today, but television could duplicate this attraction 
as well. While the television factor is complicated 
by the costs of the receiving machine, if the install- 
ments to be paid thereon will not much exceed the 
admission cost to the movie houses, then there is an 
effective area of competition. 

Television has many collateral aspects. First, the 
movie companies, with their tremendous libraries of 
stories, trained personnel for projection and direc- 
tion, writer staffs, and, above all, stars linked by 
longterm contracts, would be able to make some 
arrangements with the dominant radio networks. 
Nevertheless, the effect of such arrangements on 
income is not yet clear. Television may also bring 
up new technical procedures with which the motion 


es t 

‘cian Picture producers are not conversant, and thus, some 
y th of their techniques (such as trucking) may prove 
haf Superfluous. Next, the fidelity and dependability of 
erbi™ television are not yet proven competitive with the 
map excellent photogenic properties of the cinema, as we 
edi know it. But one thing is certain. As a long-term 
uni’ limiting factor, television cannot be ignored. The 
raimg ability to diffuse any artistic medium has proved 
ref decisive since printing replaced the manuscript, teleg- 
sholf Taphy the courier, the radio the record (even allow- 
ate ‘ng for some revivals of the discs) and it is folly to 
me’ Pay growth premiums for stocks which are based on 
ani 4 Commodity dependent on theatre receipts when 
mag there is the possibility that the theatre may become 
the 2 stuffy and antiquated mode of showing screenplays. 
»seng [he true investor implication is that the motion pic- 
oulg ture industry must be judged on an earnings prospect 
an™ Varying from five to ten years, with the future un- 
ings known territory. 
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The export potentials of the motion picture indus- 
try must be divided into two large compartments— 
Great Britain and with it, Australia, New Zealand, 
etc. (Canada is treated on a domestic basis) ; and 
the rest of the world. Inthe case of British demand, 
the popularity of motion pictures is now very high, 
reflecting the increased purchasing power of the 
people. Its future, then, is dependent on the same 
factors as American recovery, that is, on whether 
the post-war level of national income rivals the war 
income stream. With respect to other parts of the 
world, manifestly in enemy-occupied territory, from 
which they are now excluded, our companies can only 
improve their position. In South America they may 
not. The war boom in raw materials may have put 
their national incomes at a fairly high level com- 
pared with anything but the most immediate post- 
war period. 

Profound changes in the post-war world, with its 
consequences of increased national pride and differ- 
ent ideologies, may limit the scope of export recov- 
eries. While, on balance, all of these factors may 
add somewhat to the earning power of American 
companies, this has not yet been demonstrated. One 
thing is certain. Unless the Hollywood producer 
takes to heart the resistance of Latin Americans to 
his stereotyped image of their civilization, or unless 
he gives Europeans those adult treatments of human 
relations to which their literatures have accustomed 
them, he may lose ground consistently, as he had 
begun to do to the provocative and stark French 
films, which disdained quick effects, mere finish and 
easy solutions. It is doubtful, though, whether it 
pays Holtywood to consider any such modification in 
view of the small ratio of income from these mar- 
kets, whereas for the French producer, for example, 
with restricted production costs, export markets may 
prove decisive for earnings. It is best to concentrate 
on the future earnings of the motion pictures, then, 
on the assumption that exports will be about as 
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they are, that television is a remote but condition- 
ing factor and that the level of national income at 
home is the decisive factor. 

The motion picture companies have a dual role, 
as producers and then as distributors and exhibitors 
of this production, and also as the owners of thea- 
tre properties. Certain companies, such as Para- 
mount, before its impressive transformation, were 
so burdened by unprofitable real estate holdings 
and the difficulties resulting from their financing, 
that it quite overshadowed their production difh- 
culties. When a depression occurs, the real estate 
holdings of companies are an accentuated deficit 
factor: when the industry is prosperous, they are an 
accentuated income factor. The gearing of com- 
panies for profits is thus partially outside of the pro- 
duction aspects. 

Production itself has become more costly. The 
prices paid for stories have skyrocketed. A payment 
of $50,000 for a best-selling novel or long-run play 
was wonderful in 1936: it is chicken feed today: 
sums of $300,000, with additional bonuses, are be- 
coming fairly common. Competition for stories and 
plays is as keen as ever. 

On the other hand, the star situation is not quite 
so serious. For a moment, when the $25,000 in- 
come limit was set in that fatal October day in 1942, 
it looked as though the star had met his Waterloo 
and the companies had a windfall. To obtain this 
net income in California, the star would gross 
$67,000. Beyond that (anything covenanted in his 
agreement to the contrary) one violated the salary 
limitation law. The star crisis which resulted soon 
annulled this ruling, but not without the companies 
having done rather well on the extended vacation 


The absence of the male star has further cyt 
costs. But the female star commands as much as 
ever, and, with the consequent shortage of factors, 
due to war efforts and the draft, the minor actors 
cost more. So do the hordes of ‘‘extras’’ who soon 
found that the aircraft works along the Coast were 
better moneymakers than the gilded studios. Hence, 
labor costs, as a whole, have not been lowered 
despite the apparently startling economies in this 
direction. Certainly, technical personnel costs more. 

Theatre attendance has risen during the war 
boom, without the artificial stimulants of bank 
nights and crockery, which was the movie answer 
to bowling, radio and the roadhouse. Since the ex. 
cess seating capacity of theatres is very large, this 
is a notable achievement. Prices of admissions are 
not subject to ceilings and have not as yet met con- 
sumer resistance. Moving picture attendance may 
exceed 95 million this year; this is a new high. 

Film rental receipts are rising. The industry 
seems to have accommodated itself to the reduction 
of 25% in film capacity. The elimination of second- 
feature showings in many theatres have aided re- 
stricted film use, although, of course, this is a bear- 
ish feature for companies which specialize in Class 
B pictures, mostly run as fillers. The advantage in- 
creasingly favors the big producers, whose expensive 
‘‘A”’ showings now absorb a larger than usual pro- 
portion of rentals. They also, by concentrating pro- 
duction on fewer pictures, diminish amortization 
charges and sheer loss writeoffs. 

Hence, for the balance of 1943, the industry 
should show practically peak earnings. All com- 
panies will improve their (Please turn to page 595) 
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Company Value Assets Average Net Est. Dividend Dividends Market COMMENT 
Per Sh. Per Sh. NetPerSh. Per Sh. NetPerSh. Per Sh. Paid Rating 

Columbia Pict............. 27.72 18.86 1.90 3.84Jun 3.90 0.75(A) 0.50 Cc+2 War d ds have doubled earning power but net seems to be Crown Cork 8 
in a plateau, view close competitive position when buyer's market 
revives long term earning power not assured. 

Consol. Film Ind......... (D) (D) DO.20 ie) | a rer c2 Chronic lack of earnings and preferred arrears would make $—————— 
prospects uninviting but Republic pictures gains may offset un- Collins & Aik 
favorable factors. 

x Loew's, Inc....... 65.07 13.21 6.42 7.02Aug. 8.00 4.25 3.50 Al Largest producer with greatest ‘stable’ of stars thrives despite 
war shortage male talent. Foreign recovery will offset any Se 
possible d stic declines should they occur. Dresser Mfg. 
x Paramount......... 23.84 (D) 1.08 4.21Jan 4.40 0.04 1.05 B1 Under progressive g t has staged amazing recovery. 
‘43 Preferred reti t tructive, long term earnings trend 
upward. a 
Electric Boat. 
Radio-Keith-Orpheum...... 6.08 (D) (B) DO.01 DNR) sacc. Mewes C1 Has put out much aeies ‘line and i is pulling out of the doldrums, 
Future d of p which still appears 
improving. (ec rie arrears heavy. ————— 
: b Endicott Joh 

Technicolor. .... 6.29 4.21 0.89 0.41 0.50 0.81 0.25 B2 Company still in growth phase and increased demand for 
nostalgic musicals makes use its processes mandatory. Wat 
orders large and price situation improving. ——_ 

Gaylord Cor 
x Twentieth Cent.-Fox. 17.41 2.82 3.15 5.30 4.80 1.88 1.25 B1 Sot purchase of Chase oat interest pe ye long ues 4 
going an 
with great mass appeal. Long a ings t y up }—_ 
General Brot 
x Warner Bros. 23.95 (D) 0.75 2.21Aug 2.10 B1 Changes in capital structure will favor common stock concen- 
. trates on realistic and topical drama and should do better than 
average in foreign business revival. a 
id 
- stock dividend pete 
(B)—! I t due to izati x—R ded or jati 
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Position of Miscellaneous Companies 
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1936-39 
Book Net Quick 1936-39 1942 1943 Average 1942 
Company Value Assets Average Net Est. Dividend Dividends Investment COMMENT 
Per Sh. Per Sh. NetPerSh. Per Sh. NetPerSh. Per Sh. Paid Rating 

American Can........ 53.79 5.40 2.48 4.03 3.75 1.41 3.50 A3 hemron, Pre ape affect oe a | sone earnings 
augur well for raaer post-war progress. Cea “dividend tate 
appears secure. 

American Chain & Cable.... 18.39 7.36 3.75 3.76 3.60 1.43 2.00 c+3 Contracting operating ‘margins may affect nearby earnings but 

is . _ Diversified output and markets 
consitute favorable longer term factors. 

American Hide & Leather. . 5.21 0.20 40.17 1.02Je 0.75 None None c3 Shortages and rationing will iderably affect i and 
dividends remote in view of restricted cash positi Normally 
keen competition is factor in post-war outlook. 

American Home Products... 15.78 10.98 4.17 4.87 4.90 2.54 2.40 A2 War time sales high, pointing to expanding volume and at least 

‘ong trade position enhances 
post-war prospects. ‘Dividends should continue unchanged. 

Am, Safety er re 15.10 8.95 2.07 1.69 1.50 1.54 0.75 B3 War work bolsters immediate income, safeguarding dividend but 
longer outlook conditioned by post-war competitive situation 
where company’s strong trade position favorable factor. 

American Type Founders.... 18.32 13.05 0.30(a) 3.01Ma 2.75 None None c3 Higher costs, taxes are likely to lower i but derat 
dividends resumed in 1943 with 50c payment, should continue. 
Large deferred demand points to excellent post-war business. 

Atcher-Daniels-Midland.... 50.80 25.36 2.88 5.68Je 6.10 1.94 2.00 B1 Maint of high possibly higher dividend foreseen. 
Leading position in linseed oil products field assures good 
long-range outlook. 

ND fae Siverelioncaee:s 14.21 4.86 d0.16 0.57 1.50 None 0.50 c+1 Increasing war work may permit more liberal dividend. Large 

fd d assures p d period of high 
activity after the war. 

W Bristol Myers............. 16.00 4.75 3.32 3.69 3.50 2.50 1.90 A3 wane limitations tend to restrict omy earnings but dividend 
is safe eac prosp 
growth. 

Brown Shoe............... 50.94 39.16 2.39 3.74 3.65 2.50 2.00 B3 Rationing may entail moderate earnings decline but dividend 
should be amply covered and maintained. Fairly stable earnings 
trend foreseen after the war. 

RODD: ccc ace acses. SOCOM 7.94 d0.23 1.330¢c 1.30 None None c+2 War orders heavy and earnings should hold up well despite 
higher taxes. Large working capital requirements preclude 
early dividends. Sizable deferred demand and post-war 

boom longer range outlook. 

Celanese Corp............. 15.10 (b) 2.06 3.43 3.25 1.06 2.00 B3 Leader in rayon with important stake in plastics, While near- 
term earnings may tend somewhat lower, dividend is held safe. 
Long term outlook promising. 

Champion Paper & Fibre.... 36.98 (b) 1.40 3.63Ap 3.00 0.81 0.75 B3 Demand trend good but absence of last year's non-recurring 
= a and —— margins be gee to lower earnings. ‘ong 

tra ti ti helpful factors in 
poser ee Hy $1 dividend : safe. 

Cluett Peabody............ 19.55 14.58 2.92 3.35 3.30 1.90 2.25 c+2 Sales, earnings should hold up well and no change in dividend 
expected. Growing use of ‘‘Sanforizing" process factor in good 
post-war outlook. 

Continental Can........... 35.17 11.74 2.78 1.77 1.60 2.56 1.25 A3 Short stricti affect time volume but extensive 
plant modermization and expansion bolsters longer range earnings 
prospects. Current dividend should be maintained. 

Continental Diamond Fibre.. 14.28 6.12 0.22 1.42 1.50 0.81 0.65 c+2 War volume heavy but further expansion limited by near-capac- 
ity operations. Dividend should at least equal last year's. 
Post-war prospects good. 

Crown Cork & Seal......... 37.02 (b) 2.50 1.84 2.00 4.15 0.50 B1 E di war ducti increasingly offsetting curtailed 
normal business which after the war should continue its Jong- 
term growth. Cash needs for debt reti 
conservative dividends. 

Collins & Aikman......... 26.19 12.14 5.00 d0.13Fe 0.75 2.81 0.25 c+1 With heavy charges due to machinery change-over now absorbed, 
Operations are now on profitable basis, though margins are 
narrow. Post-war prospects excellent in line with expected 
boom in automotive industry. 

Dresser Mfg. Co.......... * 25.50 10.91 1.34 5.16 5.50 1.31 1.50 c+1 War work heavy and good i i ticipated but 
dividend will likely continue conservative because of large 

king capital rt: Good domestic and foreign 
demand prospects feature post-war outlook. 
eee 20.39 19.65 0.84 1.87 2.00 0.60 1.00 c+1 War output heavy, i ti tinued i up-trend 
barring drastic renegetation = dividend should be maintained. 
Sharp post-war defl [) and inevitable. 
bEndicott Johnson.......... 84.55 54.66 2.76 4.88 4.50 3.00 3.00 B3 Rationing, narrower margins may pare near-term profits but 
liberal dividend should continue. Strong trade position assures 
excellent peace-time results. 

Gaylord Container......... 16.20 (b) *1.65 1.55 1.50 *0.86 1.00 c2 Food trades provide principle outlet but widening uses for 
containers should aid peace-time status. Current dividend 
appears secure. 

General Bronze........... 10.24 6.00 d0.22 1.91 1.95 None None Cc+2 Finances improved by good war business but dividend outlook 
uncertain in view of restricted cash p Cc y's interest 
in powder tallurgy holds p ing post-war possibilities. 

ee 

SA 26.16 2.78 1.83 1.70 1.65 1.25 0.80 Cc+2 Nearby earnings should be well maintained and $1 dividend 


possible. Strong trade position and new products should aid 
post-war business. 





































































Position of Miscellaneous 


Companies—Continued 


TO 
















































































































































































































































ee 














. 1936-39 
Book Net Quick 1936-39 1942 1943 Average 1942 
Company Value Assets Average Net Est. Dividend Dividends Investment COMMENT 
PerSh. PerSh. NetPerSh. Per Sh. NetPerSh. Per Sh. Paid Rating 
Gotham Hosiery Co., Inc... 5.87 (b) 0.25 1.71 1.50 None 0.25 c3 War time restrictions point to lower earnings but possible ty 
credits may bolster net substantially. Expected keen coq. 
petition obscures post-war outlook. Cic ARE 
Hat Corporation........... 5.72 3.15 KO.98 K0.650c 0.50 KO.25 0.25 C+3 Narrower margins may reduce earnings and possibly low, 4 
dividend in prospect. | diate post-war outlook good of mant 
Hollander & Son.......... 14.90 6.50 0.98 1.65 2.00 1.19 1.00 C1 Earnings may be bolstered by ful efforts to obtain mon 1943. T 
favorable tax base, and small dividend increase possibly & : di t 
Luxury nature of business is uncertain post-war factor. indicatec 
Interchemical Corp......... 28.40 2.54 2.21 2.47 2.25 1.29 1.60 B3 War-time restrictions and taxes point to lower earnings by agar ette 
dividend should be maintained. Post-war growth prospec army an 
excellent in view of steady development of new products an : y 
large potential markets. estimate 
International Paper Co...... 40,02 (b) d0.21 1.75 1.62 None None cs Fairly well maintained sales expected but dividend This fig 
unlikely over nearer term. Peace-time earnings should continy 
volatile, reflecting large head and ive capacity ¢j total col 
kraft industry. 119 billi 
International Salt........... 42.18 0.64 2.04 2.82 2.75 1.87 2.00 c+3 Demand heavy but higher costs, taxes affect war-time rewh Ci 
Further modest growth indicated after the war in line with e: igar 
panding industrial markets. Current dividend should be co. ate ori ( 
: tinued. ¢ e 
; Kimberly-Clark Corp....... 63.64 (b) 3.06 3.25 3.00 1.19 1.50 B3 War-time restrictions tend to reduce volume and earnings by! Sau ne 
dividend regarded safe. Basic position strong and long-tenlm tor pip¢ 
outlook promising. F a 
ownw 
ee, o ETL Ee 9.84 7.11 1.66 2.06 2.10 1.75 1.50 B2 Higher costs are offsetting rising volume, but earnings and div . 
dends should be maintained. Relatively steady profit tren the shift 
expected after the war despite normally keen competition. | fa cture d 
Lehn & Fink Corp.......... 8.99 5.09 1.41 1.63 2.00 1.34 1.05 B1 | d purchasing power bolsters war-time volum h are 
and dividend should be maintained. Stable post-war eam t ey 
expected but further growth depends on competitive develop. ume 0 
ments, ” 
a=... a a 6 8S ULL 6 6h a6 hh Gaels ee ee ee 
should be maintained. Accumulation of deferred de and the 
presages excellent post-war business. “king € 
InNg-S17 
Novadel Agene........... 7.85 5.97 3.13 2.22 2.40 2.63 2.00 B1 Continued unusual demand indicates higher i during» 1% to 
war-time while characteristically stable income should be mis )** /€ 
tained after the war. $2 dividend is expected to be contin 
Omnibus Corp............ 10.08 (b) 1.27 0.18 0.25 1.07 None C1 War conditions should result in further improvement of n 
term outlook but longer term prospects unimpressive. Divid 
resumption unlikely. 
Pratt & Lambert........... 32.83 20.79 2.10 2.21 2.00 1.69 1.80 B3 Materials restrictions, rising costs affect earnings but divi 
should continue unchanged. Post-war prospects depend 
competitive conditions with strong trade status helpful Cor 
Savage Arms.............. 13.40 8.79 1.65 2.45 2.00 1.00 1.75 B3 Indicated curtailment of producti hedules and renegotiati Fae Saul 
affect current earnings but 25c. quarterly should be maintained mer. onu 
Post-war outlook poor. 
w Simmons Co.............. 19.98 7.89 2.49 2.11 125 2.06 1.25 B3 Limitations on materials indicate sharply lower earnings Amer. Toba 
smaller, possibly irregular dividends for durati Large backi 
of deferred d d assures llent post-war business. 
a 1 Bayuk Cigar 
Sutherland Paper........... 22.68 6.40 2.48 2.57 2.50 1.62 1.25 c+2 High rate of activity assures well maintained earnings, dividend 
Strong, specialized trade position points to better than aver 
post-war growth, : 
onsol. Cig: 
Tennessee Corp............ 22.33 3.80 0.59 1.36 1.40 0.12 1.00 B2 With war volume at capacity levels, current dividend is he 
i secure. Long-term outlook obscured by chronic instability 
| of fertilizer business. wHelme, Gec 
Tubize Chatillon Corp. ..... 32.10 (b) d0.51 0.89 0.75 None None c3 Higher costs, taxes tend to reduce net and dividend outlo? 
uncertain. War-stimulated expagsion of facilities should sj ——— 
long-term growth. Finances strong. Liggett & M 
“oe 11.49 (b) 0.92 1.70 1.50 0.31 None c+3 Shortages, restrictions and rising costs affect nearby eaming§ ——__ 
but long-term outlook held promising. Dividend will “Lorillard... 
tinued to be subordinated to debt retirement, hence 
early disbursement in sight. 
United Dyewood.......... 1.24 (b) d0.70 0.20 0.25 0.75 None c2 Imp d shippi ituation may permit increased imports Philip Morr 
raw material supplies, hence te earnings i possi 
Steadier post-war results expected, 
Ry Reynolds Tc 
Bee J 6 es SOMe) ...... K0.28 0.27 0.25 0.06 None c2 A holding and investment pany, holdi jority in 
ve in Reynolds Metals Co. Outlook depends largely on 
from this investment. “U.S. Tobac 
& 4 | ro 
BS} d—Deficit. *Organizedin1937.  (a)—1937-39. a 
Ba | (b)—None available b of ive prior obligations. (¢c)—Net asset value. : Univ, Leaf 1 
ea K—On combined A & B stock. Je—Year ended June 1942. Ma—Year ended March 1943 4 
a Oc—Year ended Oct. 1942. Fe—Year ended February 1943. 
Le Ap—Year ended April 1943. x—Recommended for Appreciati w—R ded for Income — 
i 4 x—Recomm 
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TOBACCO PROFITS POINT LOWER 


BY ROGER CARLESON 


ii DS cARETTE consumption, which provides the bulk clear: higher income has increased quality sales and, 
stl of manufactured tobacco sales, is still gaining in on the whole, added to volume. If the cigarette still 
nant 1943- Lhe possibility of a 10% full-year increase is gains ground at the relative expense of all other 
ouith§ indicated by trend figures, which forecast 260 billion forms, this merely continues a tendency that has been 
yf igarettes in tax-paid withdrawals. This excludes going on for four decades. 
eel army and navy consumption (tax-free) which some Leaf tobacco prices, the principal cost item in 
estimate at over 50 billions and others at 30 billions. manufacture, have advanced considerably during the 
vide This figure of at least 290 billions compares with war. Since costs are computed on a basis of prices 
city a total consumption of 172 billions in 1939; and of paid for the last three years, the long war price rise 
— 119 billions in 1929. is being reflected sharply in cost accounting in 1943. 
jk Cigar sales have also risen in the higher-priced Flue-Cured tobacco has risen from 20 cents a pound 
be el categories, although total sales are slightly down. in 1940 to 27.5 and Burley from 18.5 to 29. The 
——§ Snuff never varies, but manufactured tobacco, both net price for standard cigarettes (deducting taxes) 
nein for pipe smoking and chewing, shows a slightly received by the companies is practically stable at 
— i downward tendency. Higher income seems to cause $2.51 per 1000, despite advancing costs. Hence net 
it tei the shift from cheap to dearer cigars and from manu- earnings are likely to show a slight decline even 
factured tobacco to cigarettes, but, within cigarettes, allowing for increased volume. 
voll they are expressed rather by increase of overall vol- The six-cent cigar is the first casualty of this 
velo ume. Ten-cent brands, however, which represented ‘“‘squeeze’’ in costs versus ceiling prices. An increase 
14.8% of total sales in 1939 now show but 6.4%, of 20% was granted to the manufacturers of five- 
en and the newer competitive brands, that are either cent cigars. Now most producers have discontinued 
“king-size”? or claim special appeal, have risen from __ their fabrication although Bayuk keeps the “Phillies” 
win 5.1% to 8.8% of all sales. The general pattern is brand going. As cigar (Please turn to page 599) 
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Position of Leading Tobacco Shares 
divide 1936-39 
end o Book Net Quick 1936-39 1942 1943 Average 1942 Investment 
1 fact Company Value Assets Average Net Est. Dividend Dividends Market COMMENT 
PerSh. PerSh. NetPerSh. Per Sh. NetPerSh. Per Sh. Paid Rating 
ancy Amer. Snuff.............. 3262 91.73 320 299 215 3.25 280  B3  Salesat highest level due to record southern factory employment, 
despite this costs are rising and should slightly diminish margins. 
Dividends might be slightly lowered. 
ngs Amer. Tobacco “B"....... 25.21 15.50 4.69 4.28 3.50 5.00 3.25 B3 Fairly rigid price struct and i ing costs indicate lower 
backle net. Nevertheless fi ial position of this leading company 
may sustain dividend rate. 
k eeyuk Cigurs.............. 33.37 26.00 3.40 3.20 3.50 1.14 1.50 C+3 Cigar buying far above pre-war and popularity higher priced 
vidend brands further increase volume beyond labor and raw materials 
aver costs. Dividend could be raised. 
Consol. Cigars ........ . 28.15 21.72 0.79 2.24 2.50 0.37 1.50 c3 Producer of higher priced cigars has greatly increased its earning 
is hel power over pre-war. In view good liquid capital position could 
stabiliy raise dividend. 
wHelme, Geo. W........... 45.79 42.60 6.16 4.12 4.00 7.97 4.15 B3 Old line producer has EPT credit of 3.13 per share. While 
earning power is somewhat below dividend, view continuity 
ote sales and finances present rate may stay. 
id a 
‘ Liggett & Myers “B’....... 42.96 39.10 6.45 4.56 4.40 5.75 3.50 B3 Cigarette sales continue to make new highs but profits lag. 
Dividend safe but no present possibility increase. Peace net 
a earnings should be higher. 
earning 
will 0: Lorillard... .. . RAS 11.06 1.46 1.72 1.70 1.45 1.20 B2 Selling compaign for Old Gold at last producing net results. 
ence NM However fixed cigarette prices and rising costs make dividend 
- increase unlikely. 
Sorts ¢ Philip Morris Daciretean 6) 31.40 7.77 6.70Mar. 6.50 4.19 5.00 c+3 Long term above-average earner with growing prestige sales. 
sib ‘43 P Progressive sales policy continues but rising costs temporarily 
flattens earnings. 
Reynolds Tob. “B"........ 15.53 13.17 2.65 1.98 1.55 2.80 1.70 B3 Concentration of Camel and other limited lines makes company 
+ inter very sensitive to price-cost ratio but ordinary $1.40 dividend 
, basis can be long maintained. 
U.S. Tobacco............. 13.43 9.66 1.75 1.34 1.25 1.55 1.32 B3 Prime snuff prod with nati ide distribution will ti 





moderate earning power and should show post war gains as 
consumer trend returns to their products. 


1 Univ. Leaf Tobacco........ 55.90 28.22 5.69 7.21Jun 6.90 4.81 5.00 B3 This marketing business will expand greatly when foreign buying 
b important but steadi war i and trading 
possibilities indicate fine position peace or war. 














Recommended for appreciati w ded for Income. 
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The “last shall be first’ may well prove true as peace restores normal 


business potentials to companies that have been hurt by war restrictions. 


War Casualty Companies 


That Will Revive With Peace 


BY |. 4. Lo rose 


Nor so long ago, ‘‘war casualties’’ was something 
to be avoided in view of the possibility of impair- 
ment of their financial position due to loss of normal 
business. In the main, this threat failed to materialize 
and today, with events focusing attention increasingly 
on post-war business, the outlook for this type of 
peace stocks has become a timely subject for discus- 
sion. They are readily identified as stocks of com- 
panies whose business due to war-time factors have 
been subject to depression in varying degree but 
should speedily rebound with the advent of peace. 
Inability, or difficulties, mostly of a technical nature, 
to convert to war work in volume is another char- 
acteristic. Generally, these factors have found ex- 
pression in the market price of the stock, affording 
worthwhile appreciation possibilities in many cases 
though a goodly number have already begun to dis- 
count to some extent the improved outlook ahead. 
For the benefit of our readers, we have selected a 
handful of such equities which we believe hold con- 
siderable attraction over the longer term, both as to 
future appreciation and income potentials. 


ARMSTRONG CORK 


This well-known concern, though materially af- 
fected by war-born materials shortages, managed 
to maintain earnings relatively better than most 
peace stocks, being aided by increasing armament 
production and earlier sizable Government orders 
for its regular products. Existing large inventories 
sustained civilian sales for quite some time despite 
severe curtailment of production for civilian pur- 
poses. A leading producer of linoleum and an im- 
portant maker of felt-base floor coverings and in- 
sulation material, Armstrong has an excellent earn- 
ings and dividend record. With the return to normal 
business, its continuation appears assured on many 
counts, and its well-entrenched trade position, large 
pent-up consumer demand and increasing diversifica- 
tion of output should pave the way to a new earnings 
peak after the war. In 1938, the company expanded 
into the glass container and closure field and further 
broadened its line of building materials all of which 
has rapidly become a source of important earnings. 
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Normally, floor coverings account for about 40% 
of sales, with the glass and closure division next in 
importance. During the latter part of 1942, earnings 
were adversely aftected by an initial loss from the 
new munitions business but 1943 results should be 
much improved. For the first half of this year, 
per share earnings came to $1.14 against $1.56 in 
1942, and $1.95 inthe full year of 1942. Working cap- 
ital amounts to $25.30 millions; cash and equivalent 
to $11.31 millions compared with current liabilities 
of $13.08 millions. Reflecting its peace-time promise, 
the stock has shown good resistance to recent selling 
and currently is quoted around 36! against the 
year’s high of 4034, yielding about 3.7% on basis 
of last year’s dividend. In 1939, it reached a high 
of 58 and the 1937 recovery top was 701%. Recon- 
version problems are small and with the return of 
peace, the company will be able to revert quickly to 
normal business. Deferred demand for its products 
is considered large ; additionally the prospective post- 
war building boom can be counted upon to offer 
broad and profitable markets for a considerable 
period. While competition is to be expected, Arn- 
strong in the past was easily able to cope with it. 


BIGELOW-SANFORD-CARPET 


This stock has always had a consistent investment 
following due to the company’s long and successful 
history in the rug and carpet business. Currently, the 
equity sells around 3412, considerably below net 
quick assets per share of $44.34. The 1937 high 
was 6934. Bigelow’s earnings have suffered from 
the war and although it is now doing a volume of 
war work, it became productive of profits only very 
recently. Despite relatively large sales from in 
ventories now approaching exhaustion, 1942 eart- 
ings were little more than half of the results achieved 
in 1941. Nevertheless, the stock has held pretty 
steady in the market, mainly on the strength of ex- 
cellent post-war prospects. Replacement demand 
for floor coverings after the war is expected to be 
heavy, and new demand should continue above not- 
mal for a considerable span of time. The company 
is well-entrenched in its field, has an efficient market- 
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ing Organization and is well heeled financially. 
Working capital is $16.80 millions; cash and equiv- 
alent alone come to $3.15 millions, compared with 
urrent liabilities of $2.26 millions. For the first half 
of 1943, net per share amounted to only 49c against 
52.62 last year, reflecting the sharp drop in normal 
work and unsatisfactory margins on war orders. 
Bigelow has its post-war planning well along and is 
prepared to resume normal operations immediately 
yon completion of Government war orders. Within 
ive or six months after the end of hostilities the com- 
pany expects to be back on full carpet production and 
inthe first full post-war year will produce over 75% 
of its 1941 output. Earnings in that year amounted 
to over $6 per share, contrasting with reduced 1942 
results of $3.52. 





high market opinion ot the stock is the unusually low 
yield of only 1%, on basis of last year’s dividend of 
25c. The company whose management is known as 
far-sighted and resourceful, should do exceedingly 
well after the war; its excellent pre-war record can 
by no means be regarded,as a potential upper limit. 


LIBBEY-OWENS-FORD 


This is one of the two leading makers of plate and 
safety glass, and the largest producer of window 
glass. As such, the company was hard hit by suspen- 
sion of automobile production and the severe cur- 
tailment of private building activity. When the war 
is over, both these fields should offer excellent op- 
portunities. The automobile industry normally ac- 
counts for 60% of sales and prior to the war the 























It 40% COLLINS & AIKMAN company had a contract to supply the glass for all 
next in General Motors cars. It obviously stands to benefit 
arnings§ A leading maker of upholstery fabrics for the greatly from the huge deferred demand for auto- 
om the fautomobile industry, this company became a notable mobiles. As a leading maker of window glass, it is 
ould bear casualty” since it could not convert readily or in a position to capitalize handsomely on the antici- 
S year, 
ee - a 
ing cap- 
livalent Book Net Quick Net Sales ($ millions) Net Earnings per Share Dividends per share 
rbilities Value Assets Avge. vge. Avge. Recent Yield 
.  & Company: perSh. perSh. 1936-39 1940 1941 1942 1936-39 1940 1941 1942 1936-39 1940 1941 1942 price % 
TOMISE, Bamstrong Cork 34.88 13.42 42.63 57.35 7861 8270 295 292. 286 195 194 200 225 1.35 36% 3.7 
| selling bigelow, Sanford 72.71 44.34 25.47 27.62 39.25 41.51 1.83 6.11 601 3.52 1.87 3.00 400 200 344, 6 
nst the plallins & Aikman 26.19 12.15 * 440 *:5.42 * 158 * 067 447 5.15 1.07 d0.13 256 275 300 025 24 1 
» Blibbey, Owens, Ford 17.58 5.89 38.30 46.28 53.93 25.57 3.28 3.97 3.52 0.74 3.28 350 350 1.00 38, 26 
n_ basis Bsimmons Co. 1998 789 3993 4263 6269 6539 248 233 303 211 212 200 200 125 23% 54 
a high BSiegel_ Inc. 9.66 8.00 5085 5347 5673 40.91 153 1.05 0.91 d143 064 069 060 015 6% 25 
Recon- §—Deficit. * Operating income, year ended March 
a. ee oa — 
—— ete enema 
roducts : —_ ; f 
re post-gptofitably to war work. Thus suspension of auto- pated building boom. Having acquired a 70% in- 
o offer§mobile production, together wtih expenses incidental terest in the Plascon Co., a large producer of urea 
derable to change-over of facilities to a basis capable of turn- formaldehyde resins, the company has an important 
_ Arm- fing out war-needed materials resulted in a sharp stake in the plastics industry. Considering all this, 
h it. contraction of earnings which in 1941 fell to $1.07 the stock must rank high as a superior “peace stock”’. 
per share against $5.15 in 1940. Last year, a deficit Curtailed war-time earnings, meanwhile, are increas- 
of 13¢ per share was reported. However, the com- ingly bolstered by income from growing armament 
pany apparently has now turned the corner and_ business since glass has indeed “gone to war’’ in the 
-stment ftarnings for the May quarter this year amounted to fullest sense of the word. The company’s war pro- 
-cessful 6c; on this basis annual net of about $2.25 is indi- ducts are numerous and best known perhaps are its 
tly, the tated which would be a marked improvement. But ‘Plexiglas’ products. 
ow net §ithe equity’s main attraction lies in future prospects. Despite past liberal dividends, substantial plant 
7 highfln view of the company’s prominent position as a_ expenditures, and latterly, reduced earnings, the com- 
1 from§upplier of the automotive industry, a post-war fa-  pany’s financial position is outstanding. Working 
ume of orite par excellence, the market is agreed that the capital amounts to $14.75 millions; cash and equiv- 
ly very company’s outlook holds superior possibilities. About alent to $5.73, far exceeding current liabilities of 
om in-§35% of output normally goes to the automobile in- $1.67 millions. As to reserves, $3.46 millions have 
. earn-dustry, with General Motors, Ford and Chrysler the, been set aside for general contingencies and $1.17 
shievedfprincipal customers. Remainder of production is for rebuilding furnaces. Having distinct growth 
prettyftaken by the furniture industry which can likewise characteristics, in the glass as well as in the plastics 
of ex-flook forward to excellent post-war business. The field, post-war earnings are eventually expected to 
jemand stock recently has held quite firm and is now selling reach new peaks. Absence of any liabilities ahead of 
1 to be{tround 24 compared with the year’s high of 283. common stock should be helpful. The latter now 
ve not- {Working capital amounts to $10.26 millions; cash sells around 3814 compared with the 1943 high of 
mpany find equivalent is $1.24 millions while current lia- 433, the 1939 top of 5634 and the 1937 high of 79. 
narket-Bbilities are about $1.46 millions. Indicative of the The present small yield (Please turn to page 597) 
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Peace "Scares" 


During the First World War 
the stock market got an important 
peace “‘scare’’ reaction in Decem- 
ber, 1916. Rumania had _ sur- 
rendered to the Germans, the 
Kaiser had called a special session 
of the Reichstag, there were ru- 
mors of peace feelers emanating 
from Berlin. For several weeks 
the Dow industrial average had 
been quietly slipping off from 
1916 bull market high of 110.15, 
made Nov. 21; and it was at 
105.68 just before the peace 
“scare” developed. In less than 
2 weeks, there was a drop of 15 
points or about 11 per cent. De- 
clines in some of the “war babies” 
of the period ranged as high as 
20 to 30 per cent. In recent weeks, 
since the fall of Mussolini, the 
maximum decline—so far—has 
been about 8 per cent. As in 1916, 
weakness has been most pro- 
nounced in issues’ popularly 
tagged as “war stocks.” 

Though the 1916 peace notion 
evaporated, market rallies proved 
abortive; and, after holding for 
several months in an indecisive 
trading range as the U. S. entered 
the war, prices broke badly in the 
second half of that year. Over 
about a 12-month period, total de- 
cline in the average from 1916 
high to 1917 low was 44 points or 
some 40 per cent. Thereafter, the 
major trend was up through 1918 
and 1919. The market of the 
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First World War did best in 1915, 
when it was believed this country 
would have a neutral boom; and 
again in 1918-1919, when it was 
discounting Allied victory and 
post-war business prospects. The 
glowing prospects did eventuate 
in time—but meanwhile there had 
been experienced the painful “‘in- 
ventory depression” of 1920- 





Oil refiners and marketers will benefit greatly from peace. The 
picture is a reminder of what civilian gasoline consumption 
used to be, and will be again 
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1921, decline of about 46 pe 
cent in the wholesale commodity 
index and a bear market in which 
over a period of some 19 months 
the industrial average declined 
from 119.62 to 63.90. With this 
background, all you now have to 
do is to decide how much of past 
history will be repeated. That is 
far easier to say than to do. 


Oil Stocks 


The oil stocks have shown much 
better than average resistance to 
general market reaction to date, 
This should continue to be the case 
because of the favorable longer. 
term factor inherent in good oil 
issues. All of which, however, is 
not to say that the oils can not go 
lower. That remains to be seen, 
with the market presently in 2 
trading range—which means in- 
decision—and with the averages 
much closer to recent lows than to 
the summer highs. When buying 
time comes, we have an idea that 
the refining-marketing stocks will 
be more attractive than domestic 
producers. The latter have long 
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been market favorites. The for- 
mer, hampered in varying degrees 
by war factors, have relatively 
more to gain from peace than the 
producers. An argument against 
the domestic crude producers is 
that their long-term expansion 
potential is now moderate at best. 
4n argument for them is that 
crude prices eventually will be 
raised. On the other hand, the 
ubsidiaries or afhliates of Amer- 
ican Oils operating in Venezuela 
and Colombia may well double 
their production over the next 
year or two (now that there will 
he increasing ocean tankers to get 
the oil to markets where it is 
badly needed), with a handsome 
increment to profits. 
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Transitional Decline in Production 


A survey of brokerage house 
opinion reveals a consensus that 
at the low point of the post-war 
industrial reconversion and tran- 
ition period the Reserve Board 
production index (now around 





jo per cent. If so, that would 
not be a favorable atmosphere for 
the stock market. But is it so? 
The editor of this department 
doubts it very much. To avoid a 
major tailspin in employment — 
politically disasterous to any polit- 
ical regime—the Government will 
spread out demobilization of men 
and war plants over a period of 
many months, while simultane- 
ously fostering gradual expansion 
in production of civilian goods. 
After defeat of Germany, con- 
tinuing war with Japan will pro- 
vide justification — or plausible 
excuse — for the Government to 
keep on rolling out the airplanes, 
ships, tanks, guns, etc. Of course, 
we'll end with a vast surplus of 
these things but that is infinitely 
better than not having enough to 
win the war. The surplus will be 
an economic waste—but so is mass 
unemployment an economic waste. 
Our guess of the transitional low 
inthe production index would be 
Nearer 150-160 than 123. 





Building Stocks 


At recent low the building stock 
group had given up about 27 per 
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Variations in Recent Earnings Reports 


Period 


39 wks. to May 29 
6 mos. to June 30 


Warner Bros. .. 
Am. Air Lines 


Ford Machinery ..................... June 30 quarter 


Philco Corp. 6 mos. to June 30 
BN, SEIN so ocssesecsscaccansisiee 6 mos. to June 30 
MON UII Sacicsenscassincaqegrinssenes Year ended June 
Jewel Tea .... sa euvasderaiaeass 28 wks. to July 17 
Armstrong Cork 6 mos. to June 30 


Erie R. R. . 
Am. Chain & Cable .............. 
Byron Jackson 
Doehler Die Cast. 
United Air Lines . 
Detroit Edison 

Goodyear Tire 


7 mos. to July 31 

6 mos. to June 30 
6 mos. to June 30 
6 mos. to June 30 
6 mos. to June 30 
12 mos. to July 31 

6 mos. to June 30 


Range 

Earned Per Share Recent 1942-1943 
1943 1942 Price High Low 
$1.46 $1.37 12% 1534 7% 

2.18 91 661 764%, 52 
1.25 1.09 47 51 39% 
1.11 84 22% 26% 1334 
1.82 1.78 391% 41, 37% 
1.64 44 15% 17 812 

-62 86 324 34 26 

114 1.36 341 4034 30 
2.25 2.58 124% 1634 84 
2.12 1.27 22% 2434 18% 

1.38 1.72 1934 2514 16 
2.32 1.46 28 33 22% 
1.44 59 28% 333% 1734 
1.36 1.50 21% 2234 167% 
2.82 1.24 374 4lig 254 











cent of previous total rise from 
bear market low of 1942, com- 
pared with 23 per cent for The 
Magazine of Wall Street’s weekly 
index of 273 stocks. In this re- 
spect the group’s reaction per- 
formance has been slightly poorer 
than average. But such an aver- 
age, of course, contains many 
‘stable industry”: groups. If the 
building group were compared 
only with cyclical groups, its re- 
sistance would be seen to be better 
than average. One can be validly 
bullish on the long term building 
prospect, yet be without enthu- 
siasm for most building stocks at 
present prices. When peace will 
actually come is anybody’s guess. 
After it comes, the building boom 
will be somewhat slow, rather 
than fast, in getting under way. 
The automobile boom and the 
household equipment boom—also 
the farm equipment boom—will 
develop faster. Meanwhile build- 
ing volume is declining sharply 
from a year ago. 





Utilities and Gold Shares 


As hopes of early peace rise, so 
does investment confidence in 
utilities and gold shares. At the 
top the Dow-Jones utility average 
had risen about 12 points, or some 
120 per cent., from bear market 
low; and worst reaction to date 
was only about 2 points. Taking 
all factors into account, this is 
probably the most fool-proof 
peace group, on a longer term 
basis. Current earnings of operat- 
ing companies are considerably 
better than had been expected 
when the present tax law was 
adopted and cash positions, main- 
ly through conservative deprecia- 


tion accruals, are improving. Gold 
shares have rallied spectacularly. 
Probably their post-war outlook is 
good, but its appraisal now is ob- 
viously subject to various impon- 
derables not present in the utility 
picture. Paradoxically, gold stocks 
are speculative—though based on 
the ‘‘safest’’ metal in the world. 


Return of Congress 


The impression given by the 
Washington news—or, rather, the 
absence of it—is that matters are 
going better on the Home Front. 
Apparently considerable adminis- 
trative improvement is being ef- 
fected in the personnel overhaul- 
ing of OPA. The cost of living 
has declined modestly. But Con- 
gress gets back on the job very 
shortly, and it probably will be 
found that the present relative 
lack of conflict was in good part 
an illusion. You can bet that there 
soon will be more emphasis in the 
news on taxes, price controls, etc. 
We doubt that this actually will 
be an important market factor one 
way or another — but since in- 
vestors, on the whole, are already 
in a mood of questioning indeci- 
sion, the return of Congress may 
be a plausible excuse for them to 
hang on to said indecision. 


Divergent Trends 


Whether or not peace in Eu- 
rope will materialize as soon as the 
optimists believe, or hope, the still 
widening disparity in trend be- 
tween “war stocks” and “peace 
stocks” has been going on for so 
many months that the phenome- 
non can not be called a_ peace 

(Please turn to page 598) 
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Boeing Airplane 


A holder of Boeing writes that he purchased the 
stock in March at 19, impressed by its market action 
at the time and by excellent per share earnings. But 
from high of 2114 in April, the issue began a per- 
sistent downward trend and now is only slightly 
above year’s low of 14%. The holder expresses 
concern over his situation, but believes the aircraft 


industry will have a long term volume substantially: 


higher than before the war and is therefore reluctant 
to abandon Boeing, which is his only i inane 
in aviation. 

This company had a poor earnings record prior to 
the war, due mainly to heavy costs in the initial de- 
velopment of super-size planes such as the famous 
Flying Fortress and trans-ocean transports. It will 
almost certainly retain a leading position in the de- 
sign and manufacture of large planes. Long-term 
earning power may very well be decidedly favorable 
as measured against pre-war experience; but how it 
will compare with current earnings—probably close 
to $5 a share for 1943—s anyone’s guess. Because 
there are so many imponderables involved, it is really 
impossible to analyze Boeing’s prospect on any sta- 
tistical basis. Since an investor can not feel ‘‘com- 
fortable’”’ with such a holding, its retention is of du- 
bious wisdom. 

Conclusion: If a stake in aviation is desired, cash 
realized from sale of Boeing could later, in periods 
of market reaction, be switched into Bohn Aluminum 
or Thompson Products. Neither of these would be 
wholly dependent on aviation but each would benefit 
largely from aircraft volume as suppliers of parts— 
regardless of just which aircraft companies fared 
best—since their share capitalizations are moderate. 
Both have good managements, good past records 
and above-average post-war promise. 


Timken Detroit Axle 


A stockholder of Timken Detroit Axle observes 
that action of this stock for some months has been 
worse than the average of the market and that at 
recent low of 27 it had given up more than half of 
its maximum rise from bear market low of 22. He 
wonders whether there may be something seriously 
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wrong in the company’s prospect, and whether he 
should risk further loss, as he paid 31 for the stock 
early last year. 

This company earned an average of about $1.65 
share in the pre-war years 1935-1939, largest figure 
being $2.19 in 1936. Due mainly to early and proft. 
able entry into defense work, net spurted to $3.69 
share in 1940, advanced further to $5.01 in 1941 
and to $5.25 last year. In each of the years 1940 
1943 the stock attained highs well above 1937 bull 
market high of 287%. Thus worse than average 
market action in recent months follows several years 
of better-than-average market action. The stock 
seems to be discounting peace, and return to more 
normal earning power. 

We don’t figure this stock as a $5 a share earner 


on peace-time business; but since some of the war-f. 


time growth, as well as improved operating efficiency, 
will be retained, we can readily conceive of a post- 
war earning power of perhaps $2.50 to $3 a share. 
The company has a strong trade position in automo- 
tive equipment and oil burners; a sound financial 
status; and pays liberal dividends as earned. 
Conclusion: Though this stock may react further, 
the company’s longer range potential seems fairly 
well in line with that of the automotive industry asa 
whole. We would therefore not disturb investment 
holdings at this time. 


Market Street Railway Prior Preferred 


Traction companies, most of which operate bus 
lines as well as trolley cars, have in some localities 
had a very good thing out of the war boom in passen- 
ger transport and curtailment of private automobile 
use. This is just as temporary as the activity in ship- 
building or manufacture of tanks. Some of the trac- 
tion stocks, though not all, are seriously vulnerable 
to peace. Especially so is Market Street Railway 
prior preferred, listed on the New York.Stock Ex- 
change, about which several readers have asked our 
opinion. 

Normal earnings record of this stock has been very 
poor, which is why it is now priced at only 15 al- 
though accumulated unpaid dividends exceed $120 
per share. No important part of the accumulation 
is likely ever to be paid (Continued on page 604) 
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Reconversion of the railroad equipment industry, begun:some 
time ago, appears to be contemplated in far more sweeping fashion than 
initially thought likely. This is indicative of the growing emphasis 
being placed on speedy and large-scale construction of locomotives and 
rolling stock. American Locomotive and Baldwin Locomotive some weeks ago 
ther he were ordered to reconvert from tank output to locomotive production. 
1e stock Now it is reported that makers of castings, superheaters and railroad 
— brakes will be expected soon to shift back to normal lines. These in- 
a a clude American Steel Foundries, General Steel Castings Corp., Super- 
profi heater Co., Symington-Gould, Westinghouse Airbrake, New York Airbrake 
$3.69 3 and American Brake Shoe Co. The latter incidentally recently doubled its 
nN 1941 capacity for production of heat and corrosion resistant alloys by ac- 
$ 1940- quiring through majority stock purchase the Electro Alloys Co. of 
37 bull Elyria, Ohio. 
iverage : 
I years Great strides have recently been made in such newer techniques 
> stock as powder metallurgy and centrifugal casting. One prominent automotive 
oO more engineer is understood to study the feasibility of both methods for 
making gears. Other's are giving serious thought to increased use of 
earner castings and moldings, possibly using lighter metals or such non-metals 
le Wal-@: as plastics in many instances. All of which spells manufacture by form- 
a ing rather than by cutting in the post-war period and may eventually 
yh ie affect some sectors of the machine tool industry. 
utomo- Electronic instruments, almost human in capabilities, are coming 
nancial out of the laboratories for peace-time application. An experimental auto- 
| mobile is roaming the streets of New York testing out new electric oper- 
oe ational devices. One gadget does away with peering ahead for traffic 
vy a signals. The driver sees the light right on his dashboard. The device 
stmeitt emits a steady sound when the lights are set for the go-ahead, and an 
intermittent sound when the stop signal is on. It’s all done by invisible 
electrons. 
‘ Automotive spring manufacturers are listening with interest to 
ite bus reports that leaf springs have been successfully utilized for airplane 
calities landing gears. This is good news for the makers of leaf springs, long on 
a ssen- the defensive because of the popularity of the coil spring type of sus- 
mobile pension. Prospects for use of leaf springs in airplane landing gears are 
n ship- brightened by favorable cost comparison as conventional airplane shock 
le trac: struts, devices requiring extreme precision in manufacture, are far more 
rerable expensive. Hence after the war when cost factors in airplane production 
a will be much more weighty considerations than today, makers of leaf 
ed om springs may well find a new and promising outlet. 

The paralysis which gripped the Latin-American oil industry with 
one the advent of submarine warfare apparently has been overcome. This is 
eral indicated by reports on production from two of the principal oil pro- 
lation ducing countries, Colombia and Venezuela. In the latter, output has 
» 604) risen 20% to 25%, within a short time, but has still reached only two- 

thirds of the peak before maritime traffic was disrupted. It is expected 
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that production will probably be doubled within a year. Colombian output 
in June reached the highest monthly total in its history, representing 
@ phenomenal rise from the low May figure. This should be interesting 
news to stockholders of American oil companies which have an important 
stake in both these countries. With tanker construction steadily on the 
upgrade and the submarine menace virtually overcome, further substantial 
production gains are confidently expected. 


Up to now, the Government has been discouraging post-war plan- 
ning by' aircraft builders but recently, Chairman Poque of the CAB told’ 
manufacturers to resume research and development work as soon as pos- 
sible on peace-time transport models. This has somewhat allayed worries 
of the aircraft industry that increasing emphasis on military, transport 
aircraft production may foreshadow a dumping of such models at prices 
far below cost in the immediate post-war period. Disavowing such inten- 
tions which admittedly would glut the transport aircraft market for. 
years, Pogue advocated formation of a special Government corporation to 
dispose in orderly fashion of all surplus military aircraft when peace 
arrives. He expressed the conviction that failure to inject new models 
into the aircraft transportation stream would arrest progress for almost 
a decade which, viewed from every angle, would be against the best 
interest of the country. 


Automotive manufacturers and suppliers have been weighing the 
implications which attach to recent overtures from WPB and the military 
that indicate official plans, still in the talking stage perhaps, for 
production of nearly a million trucks in 1944. Such output, if ordered, 
would exceed any total already announced or indicated for the next year, 
the current accepted figures being 80, 000 trucks for civilian use plus 


an unspecified number of military vehicles. Truck production so far this © 


year was considerably below previous levels. The new figure approaches 
and nearly equals the industry's peak output in any previous year. Of the 
projected 1944 total, an important tentative specification is said to be 
that about 150,000 units are to be heavy duty types of prime movers. 
Since gear-cutting equipment and axle-building facilities do not appear 
to be available for such numbers, it is pointed out that the new project 
would mean literally another conversion job for the automotive industry. 


Market predictions for steel sales after the war by industry 
executives are to the effect that domestic sales should be good for two 
or three years, satisfying consumer demand thwarted by war-time re- 
strictions. While domestic sales are mainly being relied upon for post- 
war business, there is considerable interest in export business. Market- 
ing men are looking towards South America, the Far East and Europe as 
possible outlets though the old bugaboo of high American prices is keep- 
ing hopes down to realistic levels. The U. S. Steel Corporation is among 
the first to push post-war planning through the training of 15 export 
sales representatives of the corporation from many parts of the world. 

A 22 week course is taking them to every important corporations plant in 
the country. The idea is to develop the highest possible type of export 
sales representative in order to accommodate intelligently future 
markets. ; 


- At least one aircraft company is taking steps to assure itself 
of some post-war business. Cessna Aircraft Co. has listed more than 
1000 potential buyers of the "family plane" it intends to build after the 
war. These potential buyers ‘have set aside an average of $800 each, in 
war bonds, for the purchase of this plane. The total amount thus far 
earmarked comes to some $750,000. 























Ad 








[i 


Witt 





weekly 
normal 
busine 
during 
high. 
than f 
about 
tribute 
factors 


Civi 
pande: 
lions, | 
rise of 
900 m 
and rr 
summe 





THE MAGAZINE OF WALL STRE# 


many 

help o1 
uneme 
months 


Dur 
gross 
nual re 
war pi 
half a 
bstima: 
billion. 
ments, 
















SEPT 








50 













30 


25 





20 


BILLION DOLLARS 


BUSINESS CREDIT 











BANK DEBITS 
140 CITIES 
X\ 





Y fir al 
;%s 
DEMAND DEPOSITS _e- 








ae 17 met 
ew tal 2 


_ INVESTMENTS 











-_— y 4 
‘ 








MONEY IN CIRCULATION 











IP 


5 aa 





COMMERCIAL LOANS 








ae oe ee 








re) 2 ee oe ee ee 


194 2 +e a 











JFMAMJJASOND 


3 











With all components of this publication's 
weekly business index reporting better than 
normal seasonal improvement, per capita 
business activity has risen more than a point 
during the past fortnight to a new all-time 
high. War expenditures in July were lower 
than for June by $942 million, or 12%; but 
about $500 million of the decline was at- 
tibuted to accounting rather than production 
actors. 


















* * * 

Civilian employment around mid-July ex- 
panded to a new all-time peak of 54.3 mil- 
lions, of which 17.1 millions were women, a 
tise of 3 millions over a year ago. The gain of 
900 millions in employment between mid-June 
tnd mid-July was accounted for largely by 
ummer vacation employment of students, 
many of whom are pitching in patriotically to 
help on the farms. Bureau of Labor fears that 
wwemployment may reach 
months after the war ends. 


12 million six 


* * * 

During the first half of the current year 
gross national production jumped to an an- 
mal rate of $184 billion of which 45%, was for 
war purposes. National income in the first 
half rose to an annual rate of $143 billion 
Ktimate for the 1943 calendar year is $147 
billion. Farm income, including benefit pay- 
ments, during the first six months totaled $8.2 

(Please turn to following page) 
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CONCLUSIONS 





MONEY AND CREDIT—Individual 


savings rose during second 
record annual rate of $37 
the Administration 


profits tax on war-swollen 


opposes 


quarter to 
billion; yet 
excess 


incomes. 


TRADE—Rise in retail sales is losing 


momentum. Dealers 


become more 


choosy in buying lest peace catch them 


with unsaleable 


goods, 


INDUSTRY — Industrial 


stocks of 


“ersatz 


production 


and business activity rise to new high 


records; though war plant construction 


is more than 80% completed. 


COMMODITIES — Prices 


develop 


firmer trend under belief that height- 
ened war activity will strengthen de- 


mand for farm products. 
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Latest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago _ Harbor 

FEDERAL WAR SPENDING (tf) $b Aug. 18 1.73 1.86 1.19 0.43 

Cumulative from Mid-1940 Aug. 18 121.2 119.5 42.5 14.3 (Continued from page 589) 
billion—an increase of nearly 32% over the | 
first half of 1942. | 

FEDERAL GROSS DEBT—$b Aug. 18 143.4 143.0 80.9 55.2 

* * &* 

MONEY SUPPLY—S$b ener — says that individual 
Demand Deposits—!0! Cities ........ de oe a ee re ee ee oe 
Currency in Circulation... Aug. 18 182 18.1 13.0 10.7 | annual rate of $37 billion; but the Treasury, 

Army and Navy are opposed to an excess profits 
tax on individual incomes, the only direct meth. 

BANK DEBITS—13-Week Avge. od of tapping war swollen ye sii 
New York City—$b................-...----- Aug. 18 4.76 4.84 3.72 3.92 
100 Other Cities—$b Aug. 18 6.85 6.85 5.75 §.57 = 2 os 

War plant construction was more than 80%, 

INCOME PAYMENTS—Sb (cd) June “a we on on ee oe SS ee eS 
Salaries & Wages (cd) see June 8.41 8.24 659 «556 | COmstruction activity for the ~ six months 
Interest & Dividends (cd).............. June 1.35 0.49 1.12 0.55 | was valued at $4.54 billion, or 23% under the 
Farm Marketing Income (ag) ........ June 1.38 1.40 1.07 1.21 | first half of last year. Volume for the second 
Includ'g Govt. Payments (ag) ...... June 1.41 1.44 1.11 1.28 | half is expected by W. P. B. to be 33% below 

the first half. 

CIVILIAN EMPLOYMENT (cb) m| July 543 534 54.0 50.2 . * @ 
ee —. eee eid re hie 9.0 Reflecting the sharp tapering off in war plant 

mployees, Manufacturing .......... uly . : is 13.6 " 
Employees, Government .............. July 5.9 5.9 5.2 45 rage a. yin — _ a 

NEMPLOYMENT (cb Jul ; : ; u of durable goods during the first six 

U cb) m uy 0.9 12 2.8 3.9 months were about 10% lower than in the like 

period of 1942; but shipments were up nearly 

FACTORY EMPLOYMENT (Ib4) July 170 169 153 141 40%, indicating an abrupt drop in backlogs. 
outed > seep red 229 228 194 168 Business inventories continued to decline in 
on-Durable Goods ....................-.- uly 122 121 121 120 ¢ * : 

FACTORY PAYROLLS (ib4) pond 318 314 bad °° June. Comparing June 30 with a year earlier, 

total inventories were off 8% in value, whole- 
salers' were down 16% and retailers’ 24%. Tak- 

FACTORY HOURS & WAGES (ib) ing price advances into consideration the de- 
a — i — = 45.3 42.9 40.3 clines were even more severe on a unit quantity 

ourly Wage {cents cbued 5.9 95.4 84.5 78.1 basis. Manufacturers’ inventories are up a trifle 
tie June 43.35 43.22 30.25 «32.79 | - ; r 
° in value, but off somewhat in volume. 
* 2« © 

PRICES—Wholesale (Ib2) Aug. 14 102.7 103.0 98.9 92.2 cl i ipoadsctnathe of 

ee June 1946 1349 123.9116) | MMe | etronds in the first seven months pul 
into service 12 thousand new freight cars and 
343 new locomotives compared with 52 thou- 

COST OF LIVING (!b3) roa 123.8 124.8 117.0 110.2 sand and 432, respectively, in the like period 
ot ee July 139.0 141.9 124.6 113.1 last year. Backlog of equipment orders 
RIOD ne eo ie, July 128.6 127.9 125.3 1138 A 7 tat ry f Bi : d freight - 
Rent . July 108.0 108.0 108.0 107.8 ug. | consisted of 7.8 thousand freight cars 

‘ . and 1,014 locomotives, against 6.5 thousand and 
881 last year. W. P. B. wants 4,000 steam lo- 
RETAIL TRADE comotives produced next year, of which 2,500 
Retail Store Sales (cd) $b .......... June 5.23 5.11 4.50 4.57 | will be for reconstruction needs in Europe. 
Durable Goods ...0000.00.0.0.......-..-- June 0.90 0.89 0.84 1.07 
Non-Durable Goods — 4.33 4.22 3.66 3.47 * * . 
Chain Store Sales (ca) uly 18! 178 177 151 ' : : 
Rsk: Shave Sis ts it) July 148 129 121 116 Wholesalers’ sales during the first six months 
Dept. Store Stocks (rb2) ............. June 100 90 136 95 | amounted to $49.1 billion—a gain over the like 
period last year of 6% in value; but a decline 

COMMERCIAL FAILURES (db) July 203 265 764 842 | of 1% in volume. Chain store sales in July 

were only 2.3% over last year compared with 

MANUFACTURERS' an increase of 6% for seven months. Depart- 
New Orders (cd2)—Total .............. June 307 267 314 212 napdineapie whee welbeod oo eee “— 

a Meee ywosd 487 389 545 265 | '4 were only 10% ahead of the like period in 
Non-Durable Goods June 191 189 166 178 | 1942, against an increase of 14% for the year 
—- ee id ro te = 183 | to date. Retailers are becoming more choosy 
urable TN | pee eee ren une 220 . . * . . . 
eine we y 188 177 160 is5 | i” buying, owing to a noticeable falling off in 
Inventories, end Month (cd3) es 173 176 173 153 | customer demand for sub-standard merchandise. 
Dateble Goods ._................- June 211 213 193 170 | They don't want peace, when it comes, to catch 
Non-Durable Goods ................-.. June 140 143 155 137 | them with any sizeable amount of “ersatz'' goods. 
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Latest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago _ Harbor 
BUSINESS ACTIVITY—I—pc Aug. 14 131.0 130.6 122.1 118.2 Owing possibly to premature hopes of an 
a WS imap Aug. 14 157.3 1566 = 145.2 139.5 | early peace, and perhaps in sympathy with a 
See + va . . . . . 
INDUSTRIAL PRODUCTION (rb3)| July 205 = s(202 ge | SO Ne enetiee peeitited by ciate 
Durable Goods, “7 OS eee July 304 302 249 215 conjectures, Wholesale prices declined frac- 
Non-Durable Goods, Mfr. .............. July 147 147 138 141 | tionally last week to the lowest level in nearly 
six months. Living costs, reflecting declines in 
STEEL INGOT PRODUCTION a few food stuffs, have sagged a little for two 
(st)m July ae! a a error 
Cumulative from Jan. | ow... July 51.24 43.87 49.68 75.69 
* * &* 
ELEC. POWER OUTPUT Cc ’ 
(K. W. H.)m haa, ‘i 4,288 4.241 3,655 3,369 Fett Department finds that corporations 
ith war contracts currently are reserving nearly 
ENGINEERING CONSTRUCTION 70% of their gross profits for taxes, against only 
AWARDS (en) $m Aug. 19 42 32 231 93.5 20% in 1939; yet profits after taxes have 
Cumulative from Jan. | -.............-~ Aug. 19 2,183 2,142 6.471 5,692 risen 20% from the first quarter of 1942 to the 
PETROLEUM—bbls. m second quarter of the current year. Meanwhile 
Crude Output Daily 0000.0... Aug. |4 4.24 4.20 3.89 4.11 net reported by non-war industries has declined 
Gasoline Stocks Aug. 14 72.50 73.37 79.19 87.84 | 10% despite a 33% rise in sales. We suspect 
Fuel Oil Stocks Aug. 14 66.45 66.71 77.37 94.13 | that a large part of the apparent advantage 
Heating Oil Stocks Aug. 14 36.57 = 36.34 = 40.50 54.85 | shown by war firms arises from heavy conver- 
CARLOADINGS—# sion costs in the early months of 1942, 
CET te eae ae eee ee Aug. 14 887 872 869 833 * * * 
Coal Bie Bite ete us ee Aug. 14 57 58 45 43 : : 
Manufacturing & Miscellaneous ._ Aug. 14 177 173 167 «150 Net income reported by major steel com- 
Mdse., L. C. L. . Aug. 14 385 378 397 379 | panies in the first six months averaged 4% under 
Ore Aug. 14 101 99 90 156 | the like period last year. The industry's produc- 
tion goals will not be reached this year and 
GENERAL i in th l i 
Bituminous Coal Prod. (st)m ........ Aug. 14 89 88 88 36 it ee " poe — va 7 
Lumber Production (bd. ft.)m ........ Aug. 14 ue he Une leg ae SS eee oe ee 
Paperboard, New Orders (st) +. Aug. 14 673 678 723 632 | strikes, inability to complete additional plants 
Cigarette Production—b .................. Aug. 14 115 142 96 132 | and heavier costs under the mandatory 48-hour 
Portland Cement Shipments July 22.88 20.89 2086 b714 | work week: 
ELAS tee eee eS eee May 12.08 12.75 16.37 13.72 








ag—Agriculture Dep't. b—Billions. ca—Chain Store Age, 1929-31—100. cb—Census Bureau. cd—Commerce Dep't. cd—Commerce 
Dept., Jan., 1939—100. cd3—Commerce Dep't., 19397—100. cd Ib—Commerce Dep't. Index (1935-9—100) using Labor Bureau & other 
data. db—Dun & Bradstreet's. en—Engineering News-Record. |—Seasonally Adjusted Index. 1923-5—100. Ib.—Labor Bureau. |b2—Labor Bu- 
reau, 1926—100. Ib3—Labor Bureau, 1935-9—100. Ib4—Labor Bureau, 1939—100. m—Millions. np—Wéithout compensation for population 
growth. pc—Per capita basis. rb—Federal Reserve Board. rb2—End of Mo., Federal Reserve Board, seasonally adjusted index, 1923-5— 
100. rb3—Federal Reserve Board, seasonally adjusted index, 1935-9— 100. st—Short tons. t—Thousands. tf—Treasury & R. F. C. 
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Issues (1925 Close—100) High Low Aug.2! Aug.28 | 100 HIGH PRICED STOCKS... 68.01 5287 62.93 62.82 
273 COMBINED AVERAGE........ 89.9 54.5 79.0 78.9 100 LOW PRICED STOCKS........ 88.00 43.61 73.89 73.85 
3 Agricultural Implements........ 156.5 105.2 137.0 137.3 3 Liquor (1932 Cl.—100)........ 297.1 197.1 272.4 269.3 
9 Aircraft (1927 Cl.—100)...... 179.2 131.8 = 135.3 140.2 hots rang: ag, 111.6 82.6 100.5 100.6 
5 Air Lines (1934 Cl—100).... 560.3 363.1 476.4 487.0 De eae CRO oS 88.3 61.8 85.5 86.2 
5A nt... .. 78.4 40.2 67.6 67.6 3 Meat Packing .........:..-...... . 58.1 34.9 55.2 56.1 
12 Automobile Accessories.......... 142.1 83.0 120.2 117.3 10 Metals, non-Ferrous ................ 155.7 106.8 127.5 127.0 
BS WAUtOmOlileS: <c.cifie cco ccestcecees 21.0 9.7 17.7 17.7 3 Paper a 13.5 9.0 11.7 11.4 
3 Baking (1926 Cl.—100)........ 15.0 8.5 13.0 12.7 ZU Petroleum: 2... IAEA 86.9 125.0 125.2 
3 Business Machines .................. 197.1 129.4 170.9 170.2 18 Public Utilities... 58.1 23.2 46.9 46.0 
2 Bus Lines (1926 Cl—1I00).... 96.6 54.9 83.4 82.4 3 Radio (1927 Cl.—100).......... 26.1 12.1 20.8 21.1 
BS TAIT CAG so. oes cs sscccaseensence 194.7 153.5 179.0 178.9 7 Railroad Equipment 32.1 46.3 46.2 
13 Construction 38.0 23.3 32.4 32.3 iP Ralleaads: oc i“ ‘i 9.8 14.8 14.8 
Bi Containers: isn ere cciaees 240.4 I77.1 214.9 210.3 Ze SHI RUNG I 5c . 75.6 78.5 75.6c 
8 Copper & Brass... 63.6 69.0 69.1 Se SORe OO RG se 337.1 197.8 300.8 303.3 
2 Dairy Products .......... : 29.7 37.9 38.8 02 Staal Gr fede 79.3 57.6 68.6 69.0 
6 Department Stores.................. 29.9 15.4 27.8 28.8 2 Sugar 32.2 37.6 38.4 
5 Drugs & Toilet Articles.......... 89.6 50.9 80.7 79.4 2 Sulphur ; 178.7 178.7a = 179.5 
2 Finance Companies................ 237.3 152.6 219.4 218.3 3 Telephone & Telegraph....._.... 111.5 67.0 101.9 100.4 
6 Food Brands 85.5 122.3 121.0 EL eee ee eee 56.7 33.7 50.6 50.4 
PACE: SUNG 2c. 5 on scccettectcness 37.7 45.1 45.1 3 Tires & Rubber... 27.7 16.5 25.7 25.8 
4 Furniture 35.0 53.8 54.4 4 Tobacco a 67.7 52.2 62.5 61.6 
3 Gold Mining A 610.3 843.6 942.5C 2 Matintgy stcs@es 233.8 182.4 230.9 226.9 
6 Investment Trusts................-..- 39.1 22.1 33.2 33.2 20 Unclassified (1942 Cl—100) 190.0 100.0 159.2 159.9 
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A firmer trend developed in commodity prices following 
conclusion of the Quebec conference between President 
Roosevelt and Prime Minister Churchill, on the inference 
that momentous decisions reached there meant a stepping 
up of war activities and hence a probable increase in 
demand for farm products. Cash oats rose to a 15-year 
high. Cotton prices stiffened in response to private reports 
of further deterioration of the new crop and indications 
that a large part of the crop will go into the loan at the 
recently announced higher loan rate. WFA has just an- 
nounced support prices for cured sweet potatoes at a $1.50 
per bushel during January, 1944, and 1.64 after February 


Trend of Commodities 


Ist. Owing to accumulation of unwieldy stocks, trading in 
lard futures at Chicago has been resumed after suspension 
of eight months. The Government paid out $34 billion, 
between June | and Aug. |, in subsidies on meat and 
butter. The British Cabinet has turned down a proposal 
that England embark on a post-war program of raising all 
her own grain, announcing that the British Government 
adheres to the Hot Springs policy that areas best suited 
to raise certain crops will produce them for the rest of the 
world. This means that Britain will remain one of the 
Western Hemisphere's (particularly Canada's) best cus. 
tomer for wheat. Lumber supply may fall 6 bilion ft. short. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices—August, 1939, equals 100 


Date 2 Wk. Mo. 3 Mo. 6 Mo. | Yr.Dec. 6 
Aug. 21 Ago Ago. Ago Ago Ago 1941 
177.2 177.1 176.2 176.6 175.4 166.0 156.9 
167.1 167.6 167.7 167.2 165.9 162.0 157.5 
184.0 183.5 181.9 182.2 181.8 168.6 156.6 


28 Basic Commodities........ 
11 Import Commodities... 
17 Domestic Commodities 


Date 2 Wk. Mo. 3 Mo. 6Mo. | Yr.Dec. 6 
Aug. 21 Ago Ago. Ago Ago Ago 1941 
212.9 211.0 209.2 207.7 204.1 179.7 163.9 
202.3 200.8 199.6 200.6 200.2 184.9 169.2 
160.2 161.0 160.3 160.3 158.6 153.0 148.2 


7 Domestic Agricultural. 
12 Foodstuffs _.................. 
16 Raw Industrials .......... 
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Average 1924-26 equal 100 


1943 1942 1941 1940 1939 1938 1937 
| Leen erterek. 93.66 88.88 84.60 64.07 64.67 54.95 82.44 
Low ie 88.45 83.61 55.45 48.74 46.59 45.03 52.03 
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Copyright by Moody's Investor Service 


1943 1942 1941 1940 1939 1938 1937 
[FL th eee paar nt 249.8 239.9 219.9 171.8 172.3 152.9 228.1 
UOWs eee 240.2 220.0 171.6 149.3 138.4 130.1 144.6 
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The Personal Service Department of THE MacazINE oF WALL STREET will 
answer by mail or telegram, a reasonable number of inquiries on any listed 
securities in which you may be interested or on the standing and reliability of 
your broker. This service in conjunction with your subscription should represent 
thousands of dollars in value to you. It is subject only to the following conditions: 


1. Give all necessary facts, but be brief. 


2. Confine your requests to three listed securities. 


3, No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. If not now a paid subscriber use coupon elsewhere in this issue and send 
check at same time you transmit your inquiry. 


Special rates upon request for those requiring additional service. 





Joy Mfg. Co. 


I hold 100 shares of Joy Mfg. Co.,— 


which was purchased at 1034. Should I 
continue to retain it? I note that first 
quarter earnings were off about 15 per 
cent. What is the outlook for continua- 
tion of the 90 cent dividend rate which 
was paid last year?—Mr. 8S. T., Louis- 
ville, Ky. 


Joy Manufacturing Co. showed 
earnings of $1.46 per share for 
the nine months ended June 30, 
i943. During 1942, the stock 
earned $2.22 per share. For the 
irst nine months ended June 30, 
1943, current assets amounted to 
$6,467,448 compared with cur- 
rent liabilities of $2,164,529. 

Joy Manufacturing Co. is now 
engaged in war work, but in peace 
times it normally is one of the 
leading manufacturers of mechan- 
ical loaders, secondary haulage 
equipment, shuttle cars, drilling 
and other equipment for use in 
underground coal mines. 

During 1942, productive capa- 
tity of plants was almost doubled 
through construction of new hold- 
ings, installation of additional ma- 
chinery and rearrangement of 
facilities to improve operating ef- 
hciency. This placed Joy Manu- 
facturing Company in a position 
to take on war contracts as well 
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as to handle increased demands of 
normal lines. 

Earnings since 1939 have aver- 
aged approximately $2.45 per 
share and dividends paid have 
averaged about 95 cents per share 
since 1939. It is our opinion that 
this stock has excellent post-war 
possibilities and should be held 
for further enhancement in value 
plus for its liberal dividend pay- 
ments. 


Amer. Machine & Metals Co. 


Among my securities I have 100 shares 
of American Machine and Metals now 
selling for approximately 10 and_ has 
doubled in price within the past year. 
This stock has given a very poor per- 
formance in peace times and I am won- 
dering whether it would not be wise to 
move out of it at this time. Will you 
kindly inform me as to what you think of 
its possibilities over the next six months 
to a year?—Mr. 8. C., Hoosick Falls, 
1 ee 


American Machine and Metals 
Company for the six months end- 
ed June 30, 1943, earned $1.07 
per share compared with 48 cents 
for the same period of the preced- 
ing year. During 1942, the stock 
earned $2.09 per common share 
compared with $2.38 in 1941. 
This stock has moved up from a 
low of 73% to a high of 10% this 













year, last 9. The company re- 
sumed dividend payments in No- 
vember 1942 by the payment of 
50 cents per share; previous divi- 
dend was 15 cents on October 1, 
1937. The company declared a 
dividend of 25 cents in the first 
quarter of 1943, and a like pay- 
ment for the second quarter. 

The company’s latest available 
balance sheet as of December 31, 
1942 showed a marked improve- 
ment over the preceding year. 
Total current assets amounted to 
$5,781,586 as compared with to- 
tal current liabilities of $3,741,- 
220. Notes payable were reduced 
from $795,000 on December 31, 
1941 to $195,000 on December 
31, 1942. The company has paid 
off its debenture 4’s in 1942. The 
debenture 4’s were outstanding in 
the amount of $621,000 at the 
end of 1941. The increase in cur- 
rent liabilities was partly due to 
the renegotiation refund amount- 
ing to $1,795,000 and a large in- 
crease in accounts payable. Net 
current assets at the end of the 
year amounted to $2,040,366, an 
increase of over $200,000 over 
the preceding year. The company 
has no funded debt, nor preferred 
stock, its sole capitalization con- 
sisting of 308,843 shares of com- 
mon stock of no par value. Net 
current assets alone amounted to 
over $6.00 per share. Company 
also showed a good improvement 
in its cash position which amount- 
ed to $1,658,198 as compared 
with only $291,106 on December 
31, 1941. The company carries 
its oil reserves and mining rights 
at the nominal sum of $1. in its 
balance sheet. 

In view of the improvement in 
company’s earnings and in its bal- 
ance sheet, the stock may do bet- 
ter in the near future. However, 

(Continued on page 600) 
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Trend of Commodities 


A firmer trend developed in commodity prices following Ist. Owing to accumulation of unwieldy stocks, trading in 
conclusion of the Quebec conference between President lard futures at Chicago has been resumed after suspension 
Roosevelt and Prime Minister Churchill, on the inference of eight months. The Government paid out $34 billion, 
that momentous decisions reached there meant a stepping between June | and Aug. |, in subsidies on meat and 
up of war activities and hence a probable increase in butter. The British Cabinet has turned down a proposal 
demand for farm products. Cash oats rose to a 15-year that England embark on a post-war program of raising all 
high. Cotton prices stiffened in response to private reports her own grain, announcing that the British Government 
of further deterioration of the new crop and indications adheres to the Hot Springs policy that areas best suited 
that a large part of the crop will go into the loan at the to raise certain crops will produce them for the rest of the 
recently announced higher loan rate. WFA has just an- world. This means that Britain will remain one of the 
nounced support prices for cured sweet potatoes at a $1.50 Western Hemisphere's (particularly Canada's) best cus. 
per bushel during January, 1944, and 1.64 after February tomer for wheat. Lumber supply may fall 6 bi ion ft. short. 
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The Personal Service Department of THE MacAziNEe oF WALL STREET will 
answer by mail or telegram, a reasonable number of inquiries on any listed 
securities in which you may be interested or on the standing and reliability of 
your broker. This service in conjunction with your subscription should represent 
thousands of dollars in value to you. It is subject only to the following conditions: 


1. Give all necessary facts, but be brief. 


2. Confine your requests to three listed securities. 


3, No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. If not now a paid subscriber use coupon elsewhere in this issue and send 
check at same time you transmit your inquiry. 


Special rates upon request for those requiring additional service. 





Joy Mfg. Co. 


1 hold 100 shares of Joy Mfg. Co.,° 


which was purchased at 1034. Should I 
continue to retain it? I note that first 
quarter earnings were off about 15 per 
cent. What is the outlook for continua- 
tion of the 90 cent dividend rate which 
was paid last year?—Mr. S. T., Louis- 
ville, Ky. 


Joy Manufacturing Co. showed 
earnings of $1.46 per share for 
the nine months ended June 30, 
1943. During 1942, the stock 
earned $2.22 per share. For the 
irst nine months ended June 30, 
1943, Current assets amounted to 
$6,467,448 compared with cur- 
rent liabilities of $2,164,529. 

Joy Manufacturing Co. is now 
engaged in war work, but in peace 
times it normally is one of the 
leading manufacturers of mechan- 
ial loaders, secondary haulage 
equipment, shuttle cars, drilling 
and other equipment for use in 
underground coal mines. 

During 1942, productive capa- 
tity of plants was almost doubled 
through construction of new hold- 
ings, installation of additional ma- 
chinery and rearrangement of 
facilities to improve operating ef- 
hciency. This placed Joy Manu- 
facturing Company in a position 
to take on war contracts as well 
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as to handle increased demands of 
normal lines. 

Earnings since 1939 have aver- 
aged approximately $2.45 per 
share and dividends paid have 
averaged about 95 cents per share 
since 1939. It is our opinion that 
this stock has excellent post-war 
possibilities and should be held 
for further enhancement in value 
plus for its liberal dividend pay- 
ments. 


Amer. Machine & Metals Co. 


Among my securities I have 100 shares 
of American Machine and Metals now 
selling for approximately 10 and _ has 
doubled in price within the past year. 
This stock has given a very poor per- 
formance in peace times and I am won- 
dering whether it would not be wise to 
move out of it at this time. Will you 
kindly inform me as to what you think of 
its possibilities over the next six months 
to a year?2—Mr. S. C., Hoosick Falls, 
N.Y. 


American Machine and Metals 
Company for the six months end- 
ed June 30, 1943, earned $1.07 
per share compared with 48 cents 
for the same period of the preced- 
ing year. During 1942, the stock 
earned $2.09 per common share 
compared with $2.38 in 1941. 
This stock has moved up from a 
low of 73% to a high of 10% this 


year, last 9. The company re- 
sumed dividend payments in No- 
vember 1942 by the payment of 
50 cents per share; previous divi- 
dend was 15 cents on October 1, 
1937. The company declared a 
dividend of 25 cents in the first 
quarter of 1943, and a like pay- 
ment for the second quarter. 

The company’s latest available 
balance sheet as of December 31, 
1942 showed a marked improve- 
ment over the preceding year. 
Total current assets amounted to 
$5,781,586 as compared with to- 
tal current liabilities of $3,741,- 
220. Notes payable were reduced 
from $795,000 on December 31, 
1941 to $195,000 on December 
31, 1942. The company has paid 
off its debenture 4’s in 1942. The 
debenture 4’s were outstanding in 
the amount of $621,000 at the 
end of 1941. The increase in cur- 
rent liabilities was partly due to 
the renegotiation refund amount- 
ing to $1,795,000 and a large in- 
crease in accounts payable. Net 
current assets at the end of the 
year amounted to $2,040,366, an 
increase of over $200,000 over 
the preceding year. The company 
has no funded debt, nor preferred 
stock, its sole capitalization con- 
sisting of 308,843 shares of com- 
mon stock of no par value. Net 
current assets alone amounted to 
over $6.00 per share. Company 
also showed a good improvement 
in its cash position which amount- 
ed to $1,658,198 as compared 
with only $291,106 on December 
31, 1941. The company carries 
its oil reserves and mining rights 
at the nominal sum of $1. in its 
balance sheet. 

In view of the improvement in 
company’s earnings and in its bal- 
ance sheet, the stock may do bet- 
ter in the near future. However, 

(Continued on page 600) 


593 






















FS PRETS 








What Industries Have Least 
Favorable Peace Prospects 





(Continued from page 566) 


existent, in the market sense, 
though post-war prospects may be 
not nearly as drab as many con- 
tend. This applies primarily to 
copper, lead and zinc shares. 
Stocks of aluminum and mag- 
nesium producers, insofar as it 
represents the company’s major 
activity such as with Alcoa, lack 
appeal — despite growth pros- 
pects under normal conditions— 
pending satisfactory solution of 
the problem of excessive capacity. 

Though in the majority of 
cases, present market prices have 
well discounted the difficulties 
ahead, inherent risks are such that 
as a general policy it might be the 
better part of wisdom to withhold 
commitments in these industries 
until most of the problems dis- 
cussed in the foregoing are set- 
tled, or at least a clearer view 
can be had of their probable 
repercussions. 

As to certain chemicals, steels, 
paper and pulp shares whose 
problems were previously touched 
upon, the outlines are less distinct. 
Whatever difficulties they may en- 
counter, will be of longer range 
rather than more immediate char- 
acter, that is, they may not be felt 
until some time after the war. 
The new capacity added to the 
steel industry, in particular, may 
turn out to be beneficial rather 
than otherwise insofar as even- 
tually it may be synonymous with 
modernization, involving merely 
the retirement of well-depreciated 
obsolete or obsolescent facilities. 
However, this remains to be seen. 

Apart from those already dis- 
cussed, there are other industries 
which investors might do well to 
view with caution. One of them 
is the Air Transport industry, 
presently a speculative favorite 
par excellence. Its growth poten- 
tial is well understood and un- 
questioned but the road ahead, for 
a considerable period, may be 
rather rocky. Considering this, 
current prices for airline shares 
are without justification if bought 
for the long pull. A major limit- 
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ing factor unquestionably is the 
heavy need for new capital after 
the war to finance the prospective 
vast expansion in the air transport 
field, and the subsequent long wait 
ahead before an economic yield 
can be realized on the extended 
capitalization. Moreover, Gov- 
ernment supervision, regulation of 
rates and routes, and competition 
within the industry and from with- 
out combine to make it clear that 
spectacular results cannot be ex- 
pected for quite some time. For 
this reason, air transport shares 
at this juncture seem hardly suita- 
ble for conservative accounts if 
bought at current prices, despite 
their growth prospects. 

The shift from war to peace 
may show up other pitfalls for 
the investor, not now generally 
foreseen. They may have their 
origin not only in conditions well 
recognized as potentially trouble- 
some but may be due to factors 
which while inconspicuous or un- 
conslusive today may become im- 
portant tomorrow. For the in- 
vestor, it is something well worth 
pondering. Take for instance 
something as intangible as the 
constant improvement of capital 
investment which has been going 
on during the war period in in- 
dustries where expansion, though 
desirable, could not be undertaken 
because of lack of priorities. This 
process has been widespread and 
in the aggregate amounts to a 
sizable increase in production ca- 
pacity in many industries. Its ef- 
fects are bound to be felt sooner 
or later, perhaps in the form of 
actual overcapacity where none is 
suspected. A similar situation, 
though not strictly analogous, is 
represented by the rush into our 
new growth industries, such as 
synthetics, television, electronics 
and others. May not this lead to 
a competitive struggle which will 
preclude, perhaps for a long time, 
economic development of these 
fields? Remember what occurred 
in radio during the past decade. 
This is not to hint that our new 
growth industries have to go 
through a similar disappointing 
period but to point out the need 
for discrimination in investments 
of this character. Obviously, 
strong companies, regardless of 
competition, stand a good chance 
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to make a success where others 
less favorably situated, are hope. 
lessly handicapped. Market shifts 
due to new inventions, the emer. 
gence of synthetics, new and more 
eficient processes, and the groy. 
ing trend towards diversification, barn 
may likewise leave their imprint hos 

on many company results after thefhy, ¢ 
war. In this respect, it is difficult hid th 
to be specific but it may profitably Fothin 
be pointed out as one of the things. sh 
investors must look out for. ) 
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How to Select Bargains in 
Preferred Stocks 











(Continued from page 567) 


carried to net. In that event there 
would be 6 millions excess earn. 
ings over bond interest, so that a 
mere advance of 10% in gross 
receipts would appear in _ stock 
exchange manuals as giving $60 
a share earned on the preferred 
stock, or, an increase of 300% in 
one year! One such instance is 
enough to show the mercurial ba- 
sis of such calculations. 

A much sounder yardstick is 
this: every preferred stock should 
be valued not by “earnings per fred 
share” but by a check-up on that Fn ye: 
amount of gross sales, as com- fom. 
pared to operating costs, taxes fave 
and interest required to service ene — 
prior obligations, which is re-fleldi 
quired to service its dividend pay: fered 
ments. For example, where one fll p1 
preferred stock is in a vola-frishec 
tile business, subject to wide cycli- fener 
cal swings and variable costs, ferly 
and possesses prior obligations town 
which are heavy in_ propor-#mes 
tion to the preferred stock, it is rd | 
to be appraised differently from fses 
a company whose overhead costs Ft pa 
are low, whose prior obligations 9 y! 
are small or do not exist and R's a 
where the ratio of net earnings to Ff an 
gross receipts is not much affected if An 
by changes in volume. Both may ft 
show the same “earnings pet howe 
share,” depending on a chance fils d 
grouping of figures, but the first pPt in 
would be a dubious investment 938° 
and the latter an excellent one. ffldi 

Another test, from the other ftstm 
side of capitalization, is the ratio As 
of preferred stock to common. Rss 
Where there are only a thousand hown 
preferred stocks to 100,000 com- fons 
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mon, naturally the amount of 
imes the preferred dividend is 
earned will look awesome. But it 
is still subject to the query: which 
decline is business is significant for 
its dividend continuity? If the 
100,000 common shares would 
am nothing if the company’s 
yross receipts declined a mere 

%, then another fractional loss 
pnd the preferred would be worth 
hothing. ‘Thus neither “earnings 
per share,’ nor “times dividend 
overed” has any basic meaning 
or investors. The real test of 
qality remains the ratio of gross 
onet, under varying conditions, 
ts shown by experience. If this 
tio would require a large decline 
f business to affect earnings out 
fwhich preferred dividends are 
nid, then the preferred stock is 
st-rate. Otherwise it is second 
lass or even lower grade in pro- 
portion, as it does not conform to 
his desirable attribute. Of course, 
isrelates only to earnings cover. 
referred stocks of high quality 
we affected as to price by money 
ites as well. 

Sometimes smaller issues are 
ery desirable on this realistic ba- 
is. Van Raalte (the womens’ 
pecialty manufacturers) pre- 
erred stock has shown, in the last 
mmyears, that a drop of say 70% 
tom. present gross would still 
rae the preferred dividend se- 
me and assets well covered. 
Melding over 6%, this $7 pre- 
ered, when selling below 115, 
ill price, is as secure as could be 
shed for portfolio account. 
eneral Cigar $7 preferred, with 
tarly 50% range in sales, has not 
nown less than two and a half 
mes dividend coverage. It is 
ard to think of any business re- 
eses that could possibly affect 
le payment, and, as the stock at 
40 yields 5% and is not callable, 
tis a good income ‘‘sweetener”’ 
oran investment list. Hat Corp. 

America $6.50 preferred, with 
me exceptional year (1938) 
towed that no decline in sales in 
is decade left the dividend with- 
ht impressive margins and even 
938 coverage was wide. At 103, 
lding 6.30%, it is a good in- 
stment. 

A sample of what variations in 
Oss mean to preferred cover is 
town by American Woolen. Vari- 
ions in gross income (apart from 
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the sudden uprush of war orders), 
ranged from 76 million to 42 mil- 
lions in the five-year latest peace 
period. This difference converted 
net earnings of 4 millions, which 
covered preferred dividend re- 
quirements almost twice, to bare 
coverage when gross fell merely 
16%, and into deficits at any 
lower figures. ‘Earned twice 
over” and “Earned $13. per 
share” required thus a mere sixth 
decline in sales to extinguish the 
extra cover, and anything less left 
the dividend unearned. Naturally, 
this does not affect American 
Woolen preferred as a specula- 
tion, since the same logic has pro- 
vided ‘‘ten times coverage” when 
gross merely doubled, as during 
this war. 
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Movie Companies 
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finances and dividend payers 
could be more generous. Some 
improvement in dividends could 
be met merely out of the receipt 
of frozen funds to come in after 
the peace. 

In the intermediate stages be- 
tween World War and Japanese 
War we are not likely to face 
mass unemployment. Thus, large 
attendances may continue, but 
whether box office prices could 
then be sustained is more prob- 
lematical. The fact is that in any 
period except bounding prosper- 
ity, excess theatre capacity acts as 
a competitive profits-shaver for 
the exhibitors and thus diminishes 
their film rent-paying capacity. 
Companies with marginal earn- 
ings today may thus not fare too 
well in these circumstances. 

Among individual companies, 
Loew’s, as the holding company 
for Metro-Goldwyn-Mayer, takes 
front rank. Its earnings are 
steady, its margins wide, its resis- 
tance to depression larger than 
any, its dividend assured and may 
even increase considerably. Its 
“star’’ position is far ahead of 
competition. It will benefit more 
than any other single company by 
the return of the male star. Its 
foreign position is extensive and 
solid, pre-war receipts from 
abroad being 30%. Its radio sub- 
sidiary gives it a fair hedging hold 


in the television field. 

Paramount has staged a recov- 
ery which seems permanent. Its 
reduction of prior obligations, im- 
provement in pictures, cleaning up 
of old real estate situations, war- 
rant the belief that its investment 
status is no longer in doubt and 
that it is, on a long-term basis, 
not over-valued even after its long 
run-up. 

Warner Brothers’ financial 
structure has been modified so as 
to permit preferred retirement 
and that of the funded debt and 
also to consolidate short-term 
bank credits. If earnings continue 
at a reasonable rate, that is, if the 
common stock, on the new basis 
makes between $2.00 and $2.50 
a year for two years, the stock 
might reasonably be priced above 
20 as it is the sole issue after this 
recapitalization. The company ap- 
peals to a different clientele than 
Metro or Paramount: it has gone 
in for realism in drama and for an 
aggressive attitude in_ political 
films. This has made for wide 
popularity of its drama showings 
in smaller cities and the popu- 
larity of the political films in 
metropolitan centres. Whether 
this dual, courageous policy will 
pay in the future as it does now is 
subject to speculation, but it seems 
more in line with what returning 
soldiers and post-reconstruction 
demand will want than the more 
old-fashioned techniques of most 
competitors. 

Radio Keith Orpheum has 
turned out some excellent pictures 
lately and has shown revived sales- 
manship and responsible financial 
management. Its competitive mar- 
gins remain too small and too 
recent for any calculation of what 
would happen were full competi- 
tion restored. 

Twentieth Century Fox is large- 
ly the shaping of one man, Darryl 
Zannuck, whose long films, using 
color and the formula of the 
American past, as seen conven- 
tionally, given with great expense 
and female star appeal, have 
proved invariable moneymakers 
in the grand style. Whether its 
structure can be balanced over 
many years so as to make earn- 
ings more continuous and less de- 
pendent on a formula which must 
fade like any formula, is some- 
thing not as yet clear. On bal- 
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ance sheet and earnings results, as 
they stand, its potential improve- 
ment is astonishing, even after 
formerly frozen British receipts, 
credited to one year, are excluded. 
Company’s management is as 
good as can be desired. 

Universal’s recovery is too 
much derived from one situation 
~—Abbot and Costello—to have a 
long-term market standing. Such a 
popular item need not be under- 
rated, as the long experience of 
the United Artists with the older 
Chaplin cycle shows, but it de- 
serves no premium. 

Columbia Pictures has shown 
real enterprise, competitive bid- 
‘ding for famous plays and use of 
an original production formula, 
but it is very much the creation of 
one man, and there is no guaranty 
that he has created an organiza- 
tion capable of operating on its 
own, without his initiative. 

Technicolor is enjoying marked 
favor but its earning power has 
not corresponded to its technical 
prowess in the industry, nor to its 
increasing use. Investment atten- 
tion, practically, must confine it- 
self, therefore, to the big four, 
Loew’s, 20th Century-Fox, Para- 
mount, Warner, all of which are 
well placed for participation in 
any market advance. 





Re-Shaping America for the 
Post-War World 





Continued from page 563) 


thority, that Colonial areas, re- 
covered from the Axis, are to re- 
ceive international mandates in 
which the United States is direct- 
ly committed. That means that 
we are to accept an enduring part 
in African administration and 
that we are to be involved in 
whatever collateral policies our 
associated allies formulate for 
these areas. Since the League of 
Nations mandates, are, in effect, 
dead, it would appear that in 
the transfer of the mandates of 
these former enemy territories, we 
shall be involved equally. The 
unanswered query relates to such 
possessions as those of weaker 
Allies, who have not proved capa- 
ble of preserving their colonial 
domain by their own force, and 
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in which we have enormous and 
crucial investments, such as 
Sumatra and Borneo. It appears 
likely, from what has already been 
formulated, that some sort of 
economic condominium in those 
areas must be in prospect. For 
the American investor this devel- 
opment presages a new set of 
securities based on colonial areas, 
such as fill the London Stock Ex- 
change lists. We have had ex- 
tremely few foreign securities: it 
is now likely that the New York 
Stock Exchange will change char- 
acter, along with the already ef- 
fective plans of our State Depart- 
ment, and function as a market 
for investments sponsored by the 
International Bank or by the In- 
ternational Colonial Administra- 
tion and thus breathe new life into 
a market which is still primarily 
using the domestic counters of the 
last generation. 

The United States, with rare 
exceptions, has, since the Morrill 
Tariff of 1862, been based on 
high protective tariffs. Not even 
the Wilson bill of 1893, nor the 
Underwood of 1914, seriously 
modified this tendency. Under the 
present administration, however, 
although the older tariff for 
revenue policy has not been im- 
plemented, the use of the recip- 
rocal trade pact has been the 
favorite tool of Cordell Hull, a 
man, who, in former days, in- 
clined to Free Trade. The recip- 
rocal Trade Pact policy, though, 
preceded our governmental par- 
ticipations to the extent of billions 
abroad. Whatever may be the 
advantages secured to our shoe 
exports, for example, by a trade 
treaty, if we, at the same time 
finance a shoe factory in Brazil, 
clearly the treaty, in and of itself, 
will no longer produce an export 
business in shoes, though it may 
add to the rentals received by our 
shoe machinery companies. Pacts 
that preceded the entry of our 
young men into production 
abroad, and preceded the expan- 
sion of our carrying capacity, are 
also antiquated. If the Interna- 
tional Bank places investments on 
a co-operative basis, then some of 
our pacts, by allowing too much 
currency to flow to ourselves, may 
prevent the functioning of these 
co-operative or cartel investments 


and require modification. Ty 
fact is that the policy of reciprog 
pacts was a survival of a fr 
economy with its competitive ¢ 
ports. In so far as this econom 
survives, they retain their utilit 
But, if, as is the case with Canad; 
industrial overcapacity is so gigan 
tic, resulting from the war an 
our co-operation (to some extent 
that their domestic market canno 
conceivably take up their produ 
tion, we have a situation for whid 
the State Department has show 
it knows the reciprocal trade pa 
to be too limited. Hence its in 
creasing demand for controls, an 
for overriding powers, by which; 
may bring other agencies into ling 


so as to implement its treaty-malf | 


ing powers. 

International Air Transpo 
has been peculiarly an object ¢ 
Government control everywherj 
In 1922 European countries bega 
a subsidy policy to develop inte 
national air transport. Our ai 
mail subsidy began in 1927, 3 
though on a small scale. The Civ 
Aeronautics Act of 1938 was oi 
first premeditated index of a m 
tional policy. Basic rates wef 
raised for international carrier 
to prevent a deficit. On Pa 
American routes, however, prog 
ress towards self-sufficiency wa 

ratifying. 
. el the South Americ 
countries have actively fostert 
airways, as is natural in countri 
with poor road and rail faciliti 
How far they will insist on recy 


of 2. 
view 
futur 
aver: 


rocal arrangements is not y@t 


known nor how far competitiy 
European state-subsidized_ lin 
will insist on a share of trafit 
Certainly the refusal of our Gor 


ernment to allow steamship ling t 


to engage in air transport is a st 
away from its policy of integra 
ing other activities. Certainly 
contemplates that no monopolyt 
any given destination be grantt 
to any company. The competiti 
pattern seems cherished in th 
industry, which above all other 
would seem to invite government 
monopoly. But the Civil Aer 
nautics Board has stressed co 
petition here, and is prepat! 
some modification of the supt 
seded 1919 bipartite agreemetl 
that so gravely limit our freed 
of action. Owing to the jealou 
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with which every nation guards 
the air above its territory, a series 
of varied patterns, based on multi- 
lateral pacts, is the only safe con- 
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titive ¢ ; ; 
economy jecture as to what is being essayed 
Yr utiling at the moment. 


When one recapitulates known 
tendencies, as against grandiose 
world planning schemes, the result 
is not drab, if less melodramatic 
in appearance. Unlike 1919, we 
are committed to the internation- 
alization of armed controls, air, 
shipping, colonies, currency, trade, 
food, rehabilitation. We have 
changed character as to personnel. 
It is impossible for the restricted, 
domestic Stock Exchange to con- 
tinue. The American investor will 
increasingly resemble the London 
and Amsterdam investor in _ his 
world interests. Under the guise 
of governmental extension, a new 
era may be opening for the play 
of private capital and hence for 
the range of profitability. 
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of 2.6% attests to the favorable 
view being taken of the company’s 
future; it no doubt has above 
average attraction as a_ peace 
stock. 
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SPIEGE!. INC. 


There appears to have been con- 
siderable long-pull buying recently 
of this stock, reportedly on the 
theory that the company has now 
passed through its most difficult 
transition period from a charge- 
account basis to a_ cash-with- 
order system and now is in a posi- 
tion to consolidate its new status 
inthe mail order field. Whatever 
the underlying factors, and the 
aforementioned theory is no doubt 
plausible, this buying carried 
Spiegel into new high ground for 
the year with a top of 7; it since 
reacted narrowly to 63%. This 
compares with the 1939 high of 




















‘nment 1614 and the 1937 recovery peak 
il Aer of 2834. The change from an in- 





stalment to a cash selling basis 
was forced by war-time credit reg- 
ulations, and while resulting in 
temporary customer confusion 
and resistance with correspond- 
ingly decreased earnings, this dif- 
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BLENDED WHISKEY 


ficulty appears now to be overcome 
and operations more stabilized. 
Current chief problem is to find 
enough merchandise to meet de- 
mand. The aforementioned cir- 


‘ cumstances resulted in a 1942 loss 


of $1.43 per share, and operations 
during the first half this year are 
also likely to be unprofitable, but 
thereafter better results are indi- 
cated. For the post-war period, 
especially, a return to the former 
profitable merchandising is _ en- 
visaged and on this basis the stock, 
at current valuation, ought to have 
considerable merit. With sales 
centering in rural areas and small- 
er towns, the company should 
profit from sustained high buying 
power in agricultural districts 
which is likely to endure for quite 
some time after the war. Con- 
siderable deferred demand of the 
type of merchandise sold by Spie- 
gel is now being built up while 
buying power is preserved owing 
to the dearth of suitable outlets. 
With working capital adequate, 
the company after the war should 
have no difficulty in exploiting 
available markets to the fullest 
and with the adoption of a cash 
selling basis, earnings, even if the 
new policy should eventually be 
reversed, are likely to run along 
more stable lines than before. 
With net quick assets amounting 
to $8 per share and book value to 
$9.55, the stock at current prices 





...in Moderation! 





SCHENLEY 


ROYAL RESERVE 


86 proof. 60% neutral spirits distilled 
from fruit and grains. Schenley Distillers Corp., N.Y.C. 


DP >oyy<<<< 


Htionhmmmnttn 


affords an inexpensive, yet prom- 
ising, speculation on our post-war 
prosperity. 


SIMMONS COMPANY 


In view of its high-quality out- 
put, Simmons received little stim- 
ulus from war conditions; its im- 
portant bedding division especially 
was increasingly suffering from re- 
strictions and the specialized mat- 
tress machinery employed by the 
company did not lend itself to con- 
version for war work. Yet, as at 
least a partial “war casualty,” the 
company did not do so badly; 
earnings from war orders cer- 
tainly were a factor in preventing 
a really severe decline in income 
which in 1942 amounted to $2.11 
per share against $3.03 the year 
before. The stock’s main attraction 
is found, however, in the future 
outlook. Conversion costs should 
be nominal since there is no 
marked variation in war and peace 
production, yet a post-war reserve 
of $1.70 millions has been set up 
to take care of incidental expenses 
and possible inventory losses. A 
sizable backlog of deferred de- 
mand is indicated which should 
assure the company at least sev- 
eral years of high and profitable 
activity. Since normal margins in 
this line are good, earnings pros- 
pects are exceptionally promising 
under such conditions, suggesting 
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CURRENT BOOKS THAT WILL BE OF INTEREST 
TO you! 


Should you be interested in a current book not reviewed here, we will be glad to 


obtain it for you. 


You can obtain any book published through this department, so take advantage of 
the service offered. All books mailed postpaid. 


WORLD MINERALS AND 
WAR PEACE 


C. K. LEITH, J. W. FURNESS and 
CLEONA LEWIS 


The Brookings Institution. 253 pp. $2.50 


This remarkable synthesis of available infor- 
mation on the distribution of minerals and their 
political control, answers the myths of the so- 
called ‘‘have-not” nations and lays the bases 
for international arrangements that will prevent 
any grievances concerning the withholding of 
basic raw materials from any industrious or 
peaceful nation. Perhaps the best handbook 
generally on the metallic and fuel bases of 
modern industry and their political implications. 


BELGIAN BANKING AND 
BANKING THEORY 


B. S. CHLEPNER 
The Brookings Institution. 224 pp. $2.50 


This routine job, by a refugee specialist, gives 
all the information needed to construct’a picture 
of the initiations and some profound short- 
comings of the banking system of a country 
largely dependent on world trade. Its scho- 
lastic restraint makes a dull picture of one of 
the most vivid of imperialist developments, from 
the Congo to the intense corruption of politics 
and banking in the Belgium of the early Thir- 
ties. It neglects the Fascist significance of 
de Man and other alleged bank reformers and 
merely sketches the labor and industrial back- 
ground. A Ph.D performance, 


THE NEW PHILOSOPHY OF 
PUBLIC DEBT 


HAROLD G. MOULTON 
The Brookings Institution. 93 pp. $1.00 


Professor Moulton is engaged in a critique of 
the conception that the public debt can generate 
prosperity, or act as a perpetual makeweight, 
and that it may be a continuous asset instead 
of an object of constant vigilance. He presents 
the more orthodox case carefully, with no at- 
tempt to lessen the fallacies of the inflationists 
by mere impeachment. Competent and masterly, 
but ignores the central question: what are the 
alterations in capital opportunities that can per- 
mit such errant theories to flourish among seri- 
ous students? 


IS GERMANY INCURABLE? 


RICHARD M. BRICKNER, M.D. 
J. B. Lippincott Co. 318 pp. $3.00 


Although Dr. Brickner is a_ scientist who 
eschews theories of the congenital tendencies of 
the Germans toward belligerency and excessive 
nationalism, he nevertheless concentrates on the 
psychic consequences of the peculiar deforma- 
tions of the Germans, historically. The difficulty 
with all these theses is that they do not ask 
what concrete economic needs, due to the in- 
dustrial dynamics and market possibilities of 
countries, together with the internal group rela- 
tions involved in these contradictions, push a 
nation toward continuous adventures and vicious 
education. Until this variable has been explored, 
there is little need to concentrate on absolutes 
or on the consequences of these variables, how- 
ever pictorial they may be. The economic basis 
is still the most significant for a study of 
history. 


PIONEER OF THE PAST 


CHARLES BREASTED 
Charles Scribner’s Sons. 436 pp. $3.50 


A delightful and warm description of a mid- 
western boy who became the world’s leading 
exponent of ancient Egyptian society, an in- 
spired explorer, stylist and humane scholar. A 
needful reminder that there are such things as 
talents devoted to civilization. 


MOSCOW DATELINE 
HENRY C. CASSIDY 


Houghton Mifflin Co. 375 pp. $3.00 


One of the innumerable bits of reportage by 
a wandering newspaper man who catapulted 
into fame by a letter he wrote to Stalin and 
Stalin’s downright reply, which caused a diplo- 
matic stir. It has the usual quota of fetching 
anecdotes and illuminates some of the enter- 
taining aspects of Russian life during the Pact 
and the war, but it is rather thin in tissue. 
Some of its data must be considered in apprais- 
ing the meaning of certain Soviet maneuvers. 


BETWEEN THE THUNDER 
AND THE SUN 

VINCENT SHEEAN 

Random House. 428 pp. $3.00 


A coruscating book by the author of Personal 
History, but without its human profundity, and 
without the pleasure at the exploration and 
discovery of a young man’s soul. It uncon- 
sciously marks the man who has “arrived”: the 
gallery is highly colored, the attendance rich, 
the style graphic, but the meaning dispersed. 
Like most journalists, he has little ability to 
bind up the pieces. His conversation with the 
Duke of Windsor, though should serve as a 
guide to the abdication crisis. The book will 
be remembered for its rendering of what an 
epoch thought of itself rather than for critical 
acumen. 


TUNIS EXPEDITION 
DARRYL F. ZANNUCK 


Random House. 160 pp. $2.00 


A hurry-up job not worth the doing. To para- 
phrase the words of Mr. Churchill, never has 
so little been said about so much. The de- 
scription of the air fight, of the reception in 
Africa and of personal contacts lack reality; 
they are extremely gaseous. Redeemed by Zan- 
nuck’s generosity in giving the royalties to the 
war effort. The man is bigger than the writer. 


CAPRICORNIA 
XAVIER HERBERT 
D. Appleton-Century Co. 649 pp. $3.00 


A novel by an Australian Hemingway, brutal, 
honest, written in a dull, thuddy but over- 
whelming style, and centering on the treatment 
given the Australian aborigines and half-castes 
by the whites. Americans will be shocked to 
find the same race difficulties in our sister Com- 
monwealth. Herbert is an author who will go 
far. 


SUMMARY OF THE WORLD 
FEDERATION PLAN 

ELY CULBERTSON 

Garden City Publishing Co., Inc. 64 pp. $1.00 


One of the innumerable world plans based on 
geographical interpretation and agglomeration. 
Disregards the basic social needs of countries: 
assumes that groupings can alter the relations 
of Socialist and free enterprise commonwealths, 
ete. A clever plan, but on the surface. 


THE TRANSITION FROM WAR 
TO PEACE ECONOMY—Pt. | 
League of Nations. 118 pp. $1.00 


This study of the transition, unlike most 
American treatments, assumes that the problem 
is worldwide and studies the interdependence 
of every policy concerning food, capital, etc., 
involved in rebuilding the stricken world. 
While it is scholastically firm, it has to abound 
in hypotheses, although none of them are far- 
fetched on the basis of known data. 


Indicate book you want and mail with check to 


BOOK DEPARTMENT OF THE MAGAZINE OF WALL STREET 


90 BROAD STREET 


NEW YORK, N. Y. 
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new peak results in the immediate 
post-war period. Financially, the 
company is extremely liquid. 
Working capital amounts to 
$19.11 millions; cash and equiva. 
lent, exclusive of $3.40 millions 
of U. S. tax notes, consist of $7.54 
millions against curent liabilities 
of $7.04 millions. Yielding about 
5.4% at the current price of 2334, 
the stock has merit on a purely in. 
come basis, considering its past 
record of stable earnings and gen. 
erous dividends. However, appre- 
ciation prospects are judged fa- 
vorably. After reaching its 1943 
top of 28, the stock showed fairly 
good resistance in subsequent re- 
actionary markets. Its 1939 top 
was 3234 and the peak price in 
1937 was 58. Its vulnerability to 
further reaction appears limited. 





For Profit and Income 





(Continued from page 585) 


“scare.” Furthermore, “interme- 
diate reaction” seems too mild a 
term to apply to groups which 
have cancelled from 40 to 126 
per cent of their previous maxi- 
mum recovery from the 1942 
low. The worst acting groups are 
shipbuilding, aircraft manufac- 
ture, coal mining, machine tools, 
coppers, rail equipments and mv- 
nitions. Among some of these, for 
instance selected rail equipments, 
present prices may represent bar- 
gains on a longer term basis. It is 
good sense to buy stocks when 
they are down, not up and popv- 
lar. But the other side of it is that 
you may wait a long time, and see 
still lower prices, while waiting 
for the popular consensus to 
change. If you are looking for 
over-sold stocks in backward 
groups, the safety first technique 
is to await evidence of price stabi- 
lization at or not far from the 
lows over a period of at least 
several weeks. 


Columbia Gas & Electric 


Funded debt of Columbia Gas 
& Electric Corporation has been 
reduced by more than 26 per cent 
since the start of 1942. Accord- 
ing to latest reports, the amount 
of debt still outstanding is only 
$76,835,000; and it is understood 
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the management is making plans 
for the refunding of this re- 
mainder, with an important fur- 
ther reduction in fixed charges. 
Preferred stocks of various util- 
ity holding companies, including 
Columbia and Commonwealth & 
Southern, to name but two sys- 
tems, look statistically cheap. 
Though the full rewards may be 
somewhat slow in coming, we 
have an idea that patience will 
very likely pay out. 


Air Lines 


Long dominated by Pan-Amer- 
ican, trans-ocean air transport is 
shaping up for a mighty post-war 
competitive struggle. Latest to 
throw a hat in the ring in Ameri- 
can Airlines, Inc., which has done 
an excellent job in domestic flying. 
As a starter, it will seek permis- 
sion of CAB to operate between 
the U. S. and London. Altogeth- 
er, 17 domestic air carriers have 
now declared their intention to 
operate internationally. Big ex- 
pansion is sure. Big profits for the 


newcomers any time soon are un-: 


certain; indeed, doubtful. 


Thompson Products 


Excellently managed, Thompson 
Products at moderately lower lev- 
els will be a promising compro- 
mise choice for speculative-inves- 
tors wanting a stake in the post- 
war automobile boom as well as a 
side-door participation in the 
longer term growth of the air- 
craft industry. The company 
makes numerous parts and acces- 
sories for motor vehicles and air- 
craft. Earnings for the first half 
of this year are estimated at about 
$3 a share, against $2.56 for the 
first half of last year. Earnings of 
its subsidiary, Thompson Aircraft 
Products Co., are not consolidat- 
ed with those of the parent con- 
cern, and may add around $1.50 
a share more for the half-year. 
Over the five pre-war years 1935- 
1939, Thompson products earned 
an average of $2.67 a share. 
Excluding the depression year 
1938, when net was $1.33 a share, 
the average was about $3 a share. 
Thus, in relation both to past 
earnings and apparent future po- 
tentials, the stock looks far from 
“rich” around 28. 
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Tobacco Profits Point Lower 





(Continued from page 581) 


demand is shifting into higher 
price categories, this move is pos- 
sible, but in the cigarette field, so 
long stabilized, only OPA ceiling 
relief can be relied on to widen 
profit margins. Relatively, 
though the cigarette companies 
can look more to growth factors, 
whereas the cigar producers 
know that they are affected cy- 
clically more than any other form 
of tobacco production. 

For a time the export trade in 
leaf tobacco was very much re- 
duced, but Lend-Lease facilities 
have somewhat improved crop 
movement to foreign countries, 
and growing production at home 
has more than compensated for 
the reduction in exports. When 
exports are resumed, in a free 
market, and in similar volume, 
Universal Leaf Tobacco should 
better its present satisfactory 
level of earnings. 

But the basic investment stocks 
are the big five, American Tobac- 
co, Reynolds, Liggett & Myers, 
Lorillard and Philip Morris. 
Philip Morris and Lorillard, the 
two minor cigarette leaders, show 
an increasing percentage of total 
sales, whereas the big three either 
hold their own or show a slight 
reduction in their domination, 
with the exception of American 
Tobacco’s “Lucky Strike.” 
Hence, Reynolds, manufacturers 
of “Camels” and Liggett & 
Myers of ‘“‘Chesterfields,” are the 
less-favored factors in the ciga- 
rette field, as to immediate earn- 
ings prospects. But as the mar- 
ket has largely discounted this 
showing, they are relatively as at- 
tractive as Philip Morris, with a 
better earnings prospect. 

Considering the fact that 
profit margins must increase after 
the war and that the companies 
have found it easy to raise fi- 
nances for the higher cost of 
tobacco, that their product is as- 
sured of continuous sales, it is 
logical that whenever yields reach 
5% or over, and the divided po- 
sition seems reasonably assured 
for a year or two, that these 
stocks are good investments. 














(mERCAL 
CORPORATION 
Common Stock, Dividend 


A quarterly dividend of 75 cents per share in cash 
has been declared on the Common Stock of 
COMMERCIAL INVESTMENT TRUST 
CORPORATION, payable October 1, 1943, to 
stockholders of record at the close of business 
September 10, 1943. The transfer books will not 
close. Checks will be mailed. 


JOHN I. SNYDER, Treasurer. 
August 26, 1943. 


——{j— 


TRUST 





They are rarely spectacular mar- 
ket-wise, for there is little in 
their situation with which specu- 
lation can play. If, however, 
OPA raises their price ceiling 
this year, they should do well 
market-wise. In a quiet market, 
a combination of fair yield with 
discounted poor earnings plus 
long-term growth and the possi- 
bility of wider margins, make 
them attractive, for income and 
profit possibilities over an inter- 
mediate period. 
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Gold and Currency 
Stabilization 


By V. L. Horoth 
* * * 
Operating Utilities 
After the War 
By Francis C. Fullerton 
* * * 
Oil Industry 
In Transition 
By J. C. Clifford 


* * * 


Meat Packers 
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By Stanley Devlin 
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As I See It! 





(Continued from page 557) 


that he faces another long winter 
of delaying action. 

Stalin is unwilling to concede 
that anything but a major offen- 
sive in the West would constitute 
a second front—in his opinion the 
only second front which would 
cause the Germans to withdraw 
fifty divisions from Russia. And 
yet, it must be clearly evident that 
the Germans are unlikely to with- 
draw their armies from Russia to 
bolster up the Western Front— 
and thus weaken themselves on 
both fronts. On the contrary, if a 
choice has to be made, the Ger- 
mans will be more likely to con- 
sider holding the Russian line at 
the expense of the Western front. 

Stalin has outsmarted himself. 
He determined to play a lone 
hand so that, if victorious, he 
would be able to brush aside any 
objections that might arise to his 
territorial and political ambitions. 
This is particularly true when 
viewed in the light of his objec- 
tions to an Allied thrust through 
the Balkans which he considers 
his special province. 

As a result of his unwillingness 
to cooperate, he may be left 
standing alone, while the United 
Nations embark on their cam- 
paign to defeat Hitler on their 
own account. And, by spring, 
they ought to be in a position to 
force concessions that will destroy 
totalitarianism on the continent 
and bring liberalization to Russia 
itself. 

This, it seems to me, is the 
reason why Stalin was not invited 
to the Quebec conference ; because 
his ideas for Europe do not coin- 
cide with ours and because we are 
now in a strong enough position 
to ignore him. Stalin is not going 
to be the master of Europe, nor 
of Asia either. Even if the Ger- 
mans decide to retreat to Riga 
and Odessa, it will not mean a 
decisive victory for Stalin this 
year; he would merely acquire 
swamps and the “burnt earth” of 
devastated areas. 
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His cooperation in the Far 
East will no longer be vital, if 
we throw the Japs out of Burma 
—which now seems a likelihood. 
This accomplishment would give 
us the bases from which to destroy 
Japan’s supply lines and to bomb 
the Japanese islands into im- 
potency without the help of Stalin, 
so that he will lose his voice in the 
disposition of the Far East after 
Japan has been defeated. As 
events have shaped themselves, 
Japan can possibly be defeated 
this year through the coordinated 
action of the British and Ameri- 
can fleets, as a result of the vic- 
tory in the Mediterranean. 

This is the way it looks after 
the Quebec conference: with the 
United Nations in a position to 
write their own ticket. 





Answers and Inquiries 





(Continued from page 593) 


its peacetime earnings were unim- 
pressive and we would take ad- 
vantage of any advance in market 
price to liquidate this stock and 
reinvest funds in a company which 
appears to have better peacetime 
prospects. 


Decca Records 


“From several sources I have heard 
enthusiastic comments concerning Decca 
Records common stock listed on the 
N. Y. Stock Exchange. From a low of 
10 this year I note that it is up to 18%, 
having been little affected by the recent 
secondary set-back. Earnings and divi- 
dends of the company seem to be grow- 
ing steadily. Will you please give me 
some comprehensive data on this com- 


pany.” —Mrs. T. G., Hollywood, Calif. 


Decca Records, Inc., for the 
six months ended June 30, 1943, 
showed earnings of $1.10 per 
share, compared with earnings of 
98 cents a share for the first half 
of 1942. 

Decca’s recent purchase of 
World Broadcasting System, a 
leader in the record transcription 
(radio) field, is evidence of the 
company’s increased interest in 
the transcription business. W. B. 
S. owns recording studios in New 
York, Chicago, Hollywood and a 
record pressing plant in New 
York. Decca plans no change in 
the operation of these. 

While Decca has had a tran- 


scription department before, pur- 
chase of W. B. S. makes it a real 
factor in this field for the first 
time. However, it lacks the radio 
outlets of the other two major 
producers of phonographic rec- 
ords: R. C. A. Victor which has 
N. B. C. as an outlet, and Colum- 
bia Records Corp., a subsidiary 
of Columbia Broadcasting Sys. 
tem. 

Decca Records is the company 
which puts the tunes of many top 
dance orchestras in the juke boxes 
and makes it possible to “‘jitter” 
at a nickel a dance. That this has 
proved a profitable sequel to the 
phonograph era is reflected in the 
sales and earnings figures for 
Decca Records over the past six 
years. Starting with sales of only 
$1 million in 1936, the firm's 
sales reached $100 million in 
1942. Net profits per share were 
slightly over <a for 1942 and 
1941 respectively. 

se a Hecke has literally 
split the dance world in two with 
its English and American sales 
subsidiaries. Decca now has 20,- 
000 retail outlets and from 4,500 
to 6,000 coin phonograph outlets. 
The company has three different 
musical canning factories capable 
of turning out 250,000 discs daily. 

A most favorable factor ac- 
cording to company officials, 1s 
that shellac, a principal material 
used in records, is now coming to 
the company at a rate of 20% of 
1941 production, by W. P. B. or- 
der, whereas in the iatter part of 
last year no shellac was allowed. 
The company also has made sat- 
isfactory progress in developing 
substitute materials. 

Current assets as of December 
31, 1942, including $761,560 cash 
and U. S. Government securities, 
amounted to $2,762,818 and cur- 
rent liabilities were $1,533,233: 
This compares with cash o 
$216,571, current assets of $2,- 
228,927 and current liabilities of 
$1,444,483 on December 31, 
1941. Inventories, after reserve, 
were $1,055,591 against $997,- 
114. 

The stock of late has been fair- 
ly active selling around 19. There 
are 388,325 shares outstanding. 
A dividend of $1.15 has been paid 
during 1942 and the same amount 
in 1941. It is expected liberal divi- 
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Profit Opportunities Now Developing 
for Next Stage of Advance 








Geared To Today's Markets 
For Protection — Income — Profit 


Short-Term Recommendations for Profit 
... Mainly common stocks but preferred 
stocks and bonds are included where out- 
standing price appreciation is indicated. 


Low-Priced Opportunities . . . Securities 
in the low-priced brackets that meet the 
same qualifications for near-term market 
profit. 


Recommendations for Income and Profit 
... Common stocks, preferred stocks and 
bonds ... for the employment of your 
surplus funds and market profits. 


Low-Priced Situations for Capital Build- 
ing . . . Stocks in which you can place 
moderate sums for large percentage 
gains over the longer term. 


Recommendations Analyzed ... Pertinent 
details as to position and prospects are 
given on securities advised. 


When to Buy . . . and When to Sell... 
You are not only advised what to buy 
but when to buy and when to sell—when 
to be moderately or fully committed... 
when to be entirely liquid. 


Market Forecasts ... Every week we re- 
view and forecast the market, giving you 
our conclusions as to its indicated trends. 
Dow Theory Interpretations are included 
for comparison. 


Telegraphic Service ... If you desire we 
will telegraph you in anticipation of de- 
cisive turning points and market move- 
ments. 


Consultation by Wire and by Mail... 
To keep your portfolio on a sound basis, 
you may consult us on as many as 12 
= at a time... by wire and by 
mail. 


Added Services... 
Business Service . .. Weekly review and 
forecast of vital happenings as they gov- 
ern the outlook for business and in- 
dividual industries. 

Washington Letter .. . “Ahead-of-the- 
news” weekly reports from our special 
correspondent on legislative and political 
developments weighing their ef- 
fects on business and securities. 
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7 HE market is in the process of establishing a base for its next stage 
of advance and selected securities will be available at levels which 
offer substantial price appreciation. 


You have probably delayed enrolling with The Forecast awaiting a 
market recession like this one. We feel it is a particularly opportune 
time to come with us... to share in the profits we anticipate for our 
subscribers over the weeks and months ahead. 


In our record of the past nine months showing 148!/5 points profit 
on completed recommendations . . . plus 537%/g points profit on 
open advices ... is our assurance of profitable counsel. 


In this—our 25th Anniversary Year — we are proud too that our 
clientele has grown 1100%. We look forward to meriting this 
confidence through our service to you as well. 


The Forecast Provides Two Low-Priced Programs 
— for the Short Term — for the Longer Term 


With $1000 you can participate fully in our Low-Priced Opportunities 
for Short Term Profit. These recommendations average under $9. We 
also conduct a Low-Priced Program for Capital Building plus income 
with recommendations around $15. 


You will be advised definitely what and when to buy for the short term 
and the longer term ... for profit and income. All recommendations 
are in specialized programs and comprise a fixed number of selected 
securities kept under continuous supervision and fitted to your capital, 
wishes and objectives. 


|. Our initial valuable report on your holdings. 
Enroll With | 2: Our list of Low-Priced Situations for Capital 


The Forecast Building. 
To Receive: 3. Our analysis -of the pattern and duration of 
the current market phase . . . of the next 
important upmove. 


Be prepared for a profitable position .. . act now to prevent losses .. . 
by mailing your subscription today. 
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dend payments will be continued. 
It is our opinion that this stock is 
attractive for the post-war period. 


American Power & Light 


I am the owner of 300 shares Ameri- 
can Power & Light. I bought 200 st 31% 
and 100 at 2%. Will the SEC cause this 
company to have a dissolution or recapi- 
talization? Do you advise me to sell this 
stock with a loss, and invest in some 


other stock?—J. P. K., Gary, Ind. 


American Power & Light Com- 
pany has electric properties spread 
from Minnesota to Texas and 
from Florida to the State of 
Washington. 

The company is contesting the 
order of the SEC to liquidate, but 
if the SEC is upheld will un- 
doubtedly distribute its subsidiary 
stocks after a recapitalization, 
probably according nominal par- 
ticipation to common stockhold- 
ers. 

On May 21, 1943, SEC filed a 
brief with United States Court of 


Appeals in Boston, in which it _ 


asked the Court to affirm dissolu- 
tion orders issued by the commis- 
sion against American Power & 
light. 

The brief was filed in answer to 
suits brought by the company to 
set aside the orders of the com- 
mission and denied that dissolu- 
tion of the company would des- 
troy anything of value. 

Debt is comparatively moder- 
ate in relation to cash and value 
of properties, and preferred stock, 
although outstanding in large 
amount, has a clear claim to as- 
sets having substantial value. 

The major weakness in the out- 
look for this system is inherent in 
the large intangibles still existent 
in the property accounts of the 
major subsidiaries and the pro- 
cedure the SEC will pursue in cor- 
recting those and related account- 
ing disabilities. The basic value of 
those assets, even allowing for the 
obscurities mentioned, are, how- 
ever, such as to suggest appre- 
ciably greater than present mar- 
ket value for those stocks. 

The company’s consolidated in- 
come account for the twelve 
months ended May 31, 1942, 
showed a net income of $14,271,- 
248 compared to a net income of 
$7,341,814 for the like period of 
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1942. Earnings per common share 
for the year ended May 31, 1943, 
amounted to $1.53 compared to a 
deficit of 77 cents per share dur- 
ing 1942. 

While having little or no equity 
in assets, the marginal common 
stock should be retained at current 
low prices of 25%. 





The Coming Building Boom 





(Continued from page 574) 


already rather high price of the 
stock detracts somewhat from its 
investor appeal at the present 
moment. Since new building, as 
well as replacement demand, of- 
fers important outlets for syn- 
thetic building materials, excellent 
sales prospects are assured. U. S. 
Gypsum has already reached the 
status of a fairly seasoned invest- 
ment issue and is a suitable hold- 
ing for conservative accounts. 
Flintkote is another promising 
speculation; its earnings record is 
one of steady improvement. Asa 
lowest-cost producer of roofings, 
shingles and related items, the 
company can earn money under 
all but the most adverse condi- 
tions. It should do quite well after 
the war despite the price instabil- 
ity characteristic of the roofing 
field. As the lone exception, Cer- 
tain-teed Products, a maker of 
asphalt roofings and gypsum 
products, lacks appeal. While op- 
erating efficiency of late has some- 
what improved, overhead remains 
heavy and there is no assurance 
of sustained satisfactory earnings 
even under favorable post-war 
conditions. Additionally, the com- 
pany’s finances are rather restrict- 
ed as the result of operating losses 
since 1929. 

Overcapacity, in pre-war years, 
has long been the bane of the ce- 
ment industry but with war de- 
mand reaching enormous propor- 
tions it has done exceedingly well 
during the past few years. While 
war demand is now receding from 
its high, peace-time prospects are 
regarded excellent. The industry 
should especially benefit from 
road building projects and the 
need for a vastly increased net- 


.the war. 





work of airports after the war, 
Both require enormous quantities 
of cement. Alpha Portland Ce. 
ment, Lehigh Portland Cement 
and Lone Star Cement stand out 
as efficient producers with a better 
than average earnings record. Al 
three have more than average 
speculative attraction. Penn-Dixie 
Cement, on the other hand, looks 
unpromising. Its overhead js 
heavy, requiring a large volume to 
maintain profitable operations, 
Even war-time earnings were ex. 
tremely modest although, of 
course, they contrast favorably 
with the preceding years of oper- 
ating losses. With its eight plants 
located principally on the East 
Coast where normally the bulk of 
European cement imports is mar- 
keted, it may again feel the de. 
pressive effect of this factor after 
For that reason, the 
stock has no appeal. 

Lively post-war demand should 
characterize the hardware and 
plumbing field; residential con- 
struction furnishes the principal 
market. American Hardware, en- 
joying a strong basic position in 
the builders’ hardware field, is in 
line for a noteworthy expansion of 
business, imparting at least sev- 
eral years of earnings stability, at 
good levels. American Radiator, 
burdened by heavy overhead, has 
considerable earnings leverage; 
once break-even operations are 
reached, per share profits usually 
rise sharply on any further sales 
gain. On this premise, the stock 
has definite speculative attraction. 
Additionally, the company’s ex- 
port potential is considerable. 
Though smaller, Crane Co., an- 
other plumbing and heating equip- 
ment maker, has a far more 
substantial earnings record witha 
fair degree of stability in an other- 
wise highly cyclical business. The 
company should enjoy further 
long-term growth, added by ex 
panding operations of its impor- 
tant valve division. 

For the paint companies, the 
outlook is equally promising 
Their past record is excellent and 
future demand should thrive not 
only under the stimulus of new 
building but more particularly by 
reason of extensive maintenance 
and repair activity which always 
has been a stable source of it 
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come even in times when new 
building was lagging. Most com- 
panies sell their products under 
well-advertised trade names and 
cover the entire field of home 
and industrial paints, varnishes, 
lacquers and enamels. They stand 
to profit importantly from the 
post-war industrial revival gen- 
erally. Sherwin-Williams ranks 
among the leaders and its stock 
has long had investment status. 
For that reason, it is, even now, 
rather high-priced and _ offers 
small income return. However, it 
should have further market pos- 
sibilities as the building boom gets 
under way. Devoe & Raynolds has 
a more volatile earnings record 
which is reflected in the market 
price, giving expression to the ex- 
sting earnings leverage. Even at 
present advanced quotations, the 
stock has above average appeal 
despite conservative dividends in 
the face of high war-time earn- 
ings. National Lead, another im- 
portant factor in the paint indus- 
try, should also have considerable 
merit for the long pull. 


Among the suppliers of heavy 
building equipment, Otis Elevator 
will benefit largely by commercial 
building construction and modern- 
zation work; residential con- 
struction means relatively little 
ince few elevators are installed 
in private residential buildings. 
Prospects of the company, there- 
fore, must be measured by the 
likely volume of industrial build- 
ing which should hold up fairly 
well for a considerable span of 
tme. However, outright boom 
tonditions will hardly materialize. 
Minneapolis-Honeywell thus far 
depended chiefly on industrial 
plant construction for its markets 
but increasing diversification into 
the fields of air-conditioning, au- 
tomatic coal stokers and oil burn- 
‘ts should give the company an 
important stake in the private 
building boom. The stock has 
long been well regarded by virtue 
of its growth characteristics. Car- 
ter Corp., a pioneer in air con- 
ditioning, intends to cultivate in- 
tnsively the private housing field 
ifter having specialized earlier in 
heavy industrial and engineering 
installations. While growth pros- 
pects in the air conditioning line 
ire considered excellent, competi- 
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tion is likely to be keen and the 
company has yet to demonstrate 
its ability to compete successfully 
with the large makers of air con- 
ditioning apparatus, such as 
Chrysler, General Electric and 
others. 

Holland Furnace and Iron Fire- 
man are two suppliers of build- 
ing equipment who should do 
well as a result of the building 
boom. Holland Furnace sells 
relatively few furnaces for in- 
stallation in new houses but 
should do very well in meeting 
the large pent-up replacement de- 
mand for heating equipment. Its 
main line consists of warm-air 
heating equipment but more re- 
cently, the company rounded it 
out by including oil and gas burn- 
ers and automatic coal stokers. 
The latter, especially, should be 
an excellent field. Additionally, 
two types of air conditioners have 
been developed, one of which 
operates in conjunction with the 
warm-air heating system and the 
other independently. For these, 
medium to higher-priced homes 
are the principal outlets; post-war 
demand for that type of equip- 
ment—now entirely unobtainable 
—should assume _ considerable 
proportions. 

Iron Fireman normally is also 
largely catering to replacement 
and modernization needs but new 
residential building in recent years 
has become an increasingly im- 
portant source of equipment sales. 
The concern makes primarily au- 
tomatic coal stokers, of late quite 
the rage everywhere due to the 
necessity to convert from oil to 
coal. Right now, the company 
is handling an ever increasing 
number of industrial and residen- 
tial installations, enjoying special 
priorities. Only a small part of 
the potential market has been 
tapped and post-war prospects 
are judged optimistically. Hol- 
land Furnace has been a_ sub- 
stantial earner right along and 
can be counted upon to maintain 
this record; Iron Fireman’s earn- 
ings growth was retarded by the 
popularity of oil burning equip- 
ment prior to the war but is now 
perking up under the stimulus of 
war-induced change-over to coal 
burning which is likely to endure, 
for economic and other reasons, 






























































THE TEXAS COMPANY 


A dividend of 50¢ per share or two per 
cent (29%) on par value of the shares 
of The Texas Company has been de- 
clared this day, payable on October 1, 
1943, to stockholders of record as shown 
by the books of the company at the close 
of business on September 3, 1943. The 
stock transfer books will remain open. 

L. H. LINDEMAN 


Treasurer 








164th Consecutive Dividend paid 
by The Texas Company and its 
predecessor. 








August 18, 1943 














UNION CARBIDE 

AND CARBON 

CORPORATION 
UCC) 


A cash dividend of Seventy-five cents 
(75¢) per share on the outstanding 
capital stock of this Corporation has 
been declared, payable October 1, 
1943, to stockholders of record at the 
close of business September 3, 1943. 


ROBERT W. WHITE, Vice-President 











SOUTHERN PACIFIC COMPANY 


DIVIDEND NO. 103 
A DIVIDEND of One Dollar ($1.00) per share 
on the Common Stock of this Company has been 
declared payable at the Treasurer’s Office, No. 
165 Broadway, New York, N. Y., on Friday, 
September 24, 1943, to stockholders of record at 
three o’clock P. M., on Tuesday, August 31, 
1943. The stock transfer books will not be closed 
for the payment of this dividend. 
J. A. SIMPSON, Treasurer. 
New York, N. Y., August 19, 1943. 


beyond the war period. Both 
should do right well when the 
building boom gets underway, 
despite the traditional rivalry 
found in this field. 

Another group of potential 
beneficiaries of increased building 
activity are the makers of window 
glass. Prominent among them 
Pittsburgh Plate Glass and Lib- 
bey-Owens-Ford. Both are per- 
haps better known as leading sup- 
pliers of glass to the automobile 
industry which constitutes their 
largest market, but sales of win- 
dow glass to the building trade 
are nevertheless important. The 
former, through a subsidiary, is 
also a supplier of glass building 
blocks, increasing popular for 
buildings of modern design, both 
private and industrial, and their 
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employment in post-war building 
is expected to become widespread. 
Since the company also has an im- 
portant paint and cement division, 
its stake in building is consider- 
able and so are its potentialities 
to profit from any sustained ac- 
tivity in the construction field. 
Earnings of the company have al- 
ways been substantial and divi- 
dends generous. On the other 
hand, Libbey-Owens-Ford’s inter- 
est in building, while quite im- 
portant, is confined to the supply 
of window glass. Already a strong 
post-war favorite by virtue of its 
excellent outlook as a primary 
supplier of plate glass and safety 
glass to the automobile industry, 
prospects are greatly enhanced by 
its stake in post-war building. ac- 
tivity. 

The heavy construction com- 
panies, such as Arundel Corp. and 
Merritt- Chapman will _ profit 
primarily from whatever public 
works will be undertaken after the 
war. Another one, McWilliams 
Dredging falls into the same cate- 
gory. All three show consider- 
able earnings improvements under 
the stimulus of a variety of war- 
time contracts from the Govern- 
ment. After the war, their earn- 
ings, at least for some time, may 
be sustained by heavy construction 
work such as reclamation, dredg- 
ing, bridge building, road and 
tunnel building, salvage work, 
harbor improvements and _ flood 
control. Prospects are that con- 
siderable such work will be under- 
taken within the framework of 
Federal and local public works 
programs which should at least 
partially offset the loss of the very 
considerable war work now being 
done by these companies. In other 
words, no precipitate deteriora- 
tion of income is foreseen during 
the immediate post-war period. 

Another potential beneficiary 
of public works programs is 
American Seating Co., important 
maker of seating equipment for 
schools, theatres, churches and 
public buildings. Since school 
building especially is slated to ex- 
pand considerably after the war, 
and also construction of other 
types of public buildings, the com- 
pany, leader in its field, should 
reap substantial benefits from 
post-war demand for its products. 
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Bruce (E. L.) Co., largest 
manufacturer of hardwood floor- 
ings, moldings and various floor 
and wood finishes, has always 
done well when residential build- 
ing activity was high Earnings 
were erratic during the thirties 
when building was limited but 
since the war improved consider- 
ably as the result of large Govern- 
ment orders for defense housing. 
Once the post-war building boom 
materializes, the company should 
find large markets for its prod- 
ucts, and being an efficient produc- 
er, profits should be excellent. 
Similarly, Parafine Companies, a 
leading California maker of floor 
coverings, roofing, paints and 
other building materials should 
receive a strong stimulus to its 
long-term expansion trend in sales 
and earnings. Success in develop- 
ing new products and its excellent 
trade position in the West will be 
helpful factors. Earnings in the 
past were quite substantial, and 
fair even during depression 
periods while good dividends 
were the rule. Prospects for both 
under post-war expansion condi- 
tions are outstanding. 

In evaluating post-war poten- 
tials of the building industry, it 
must not be forgotten that the in- 
dustry, despite its essential char- 
acter and large annual volume, 
has failed to keep abreast of new 
developments in other fields dur- 
ing the industrial expansion of 
our country and has always been 
slow in adopting modern con- 
struction methods. Real progress 
in new building methods has been 
achieved only in relatively recent 
years and especially the employ- 
ment of many new and promising 
building materials was undertaken 
rather tardily. Post-war building 
activity may bring about a 
marked change in this situation. 
Design even today is becoming 
more daring and takes full ad- 
vantage of everything science and 
industry has to offer: Moreover, 
in both design and construction, 
the trend away from the conven- 
tional is becoming bolder, opening 
new vistas which may prove unex- 
pected and powerful incentives to 
building activity especially in the 
private field. The new, the un- 
usual, even the outlandish has 
ever held more attraction than 
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Fiscal Service Corp. | 2'/2% 


135 SO. LA SALLE STREET OR MORE 
CHICAGO, ILLINOIS 














the commonplace, and the build. 
ing industry may at last become 
aware of this. It could draw 
profitable lessons from the effect 
of real modernization on building 
in Europe prior to the war. The 
lure of large speculative builder's 
profits, and its inevitable emphasis 
on stereotype mass building, must 
not again be allowed to dominate 
the building picture if a real and 
lasting period of high activity is 
to be expected. Effects of the war 
combine to create opportunities 
for the building industries which 
are truly outstanding both in point 
of demand and ways and means to 
meet it; in the last analysis it is 
entirely up to the industry to con- 
vert these opportunities into the 
kind of success we often hear 
about. 
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(Continued from page 586) 


unless the system can be sold to 
the City of San Francisco ata 
price acceptable to shareholders. 
Over a period of years, several 
such proposals — to a declining 


scale of prices—have been re- 
jected by the city’s voters, the lat- 
est “no”? vote having been regis] 
tered only last April. The stockil 
appears to be more a speculation 
in politics than in earnings. | 

Conclusion: We suggest thatgil 
where possible, losses in this stock 
be applied against profits realized 
in 1943 to effect a tax savings 
For longer term objectives, funds 
thus unfrozen might be switched 
into a sound building material 
equity, such as Flintkote or Celo 
tex; or into a moderate-priced 
auto accessory such as Motoml 
Products. Obviously, the building 
and automobile industries hav@™j 
much greater post-war potentialigt 
ties than tractions. 
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